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Congress Expects 


"HERE can be no question of Mr Hoffman’s right to use the 

blunt and challenging language in which he addressed the 
Council of OEEC in Paris on Monday. As the American primarily 
responsible for the success of the Marshall Plan, as an adviser trusted 
and respected by seventeen European governments, he can and must 
say publicly things which Mr Acheson cannot say. He is entitled 
to advise the beneficiaries of the plan that Congress is likely either 
to reduce or to discontinue Marshall Aid in 1950, unless there is a 
real prospect of seeing some integration of their economies by 1952. 
He can also tell them what are the general lines of policy that will be 
regarded in the United States as evidence of a genuine desire for this 
integration. Both the motive and the purpose of Mr Hoffman’s 
challenge are therefore to be welcomed if the speech is to be regarded 
as a warning. He has stated with fresh emphasis the kind of expecta- 
tions aroused among intelligent Americans by the pledges given in 
1947 by the beneficiaries of the Marshall Plan. Unless those 
expectations are in some degree met, then Americans will lose faith 
in the plan—that in a nutshell is the diplomatic content of the message. 


To such a warning there had to be an immediate reply, and on 
Wednesday the Council of OEEC produced it. It is a tentative 
pledge of good intentions backed up by, one piece of action to be 
taken before December 15th. Quantitative restrictions on at least 
50 per cent of the mutual private trade of the member countries are to 
be removed, along with as many restrictions as possible on invisible 
exchanges, such as the tourist trade. The rest is promise—a promise 
to try to widen the area in which currencies are transferable, a 
promise to “ report on progress” towards regional monetary unions, 
a promise to “re-examine” how one country’s surplus manpower © 
could be absorbed by others. “‘ The single large market in Europe,” 
on which Mr Hoffman laid so much emphasis, is described as the 
“final aim.” _ This list, modest though it is, shows that the shock 
of the challenge has had some effect ; but it would be quite wrong 
to imagine that the Council’s omnibus resolution goes far enough to 
relax the pressure of Congress on the US Administration. It remains 
the duty of Mr Hoffman to demand from OEEC action on the pro- 
gramme and nothing but the programme. 


As soon as Mr Hoffman’s speech is examined in this light, 
as a programme of desirable objectives and practicable policies 
for the immediate future, doubts and reservations present themselves 
immediately. First come the more obvious political questions. It 
becomes necessary to ask whether the expectations aroused in the 
United States are justified in the light of over two years of study and 
team work. It is doubtful whether the political conditions have yet 
been created for the revolution in national policies which is being 
demanded ; it has to be proved that the effort to meet American hopes 
of European integration (which can only be a long-term objective) 
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would not frustrate, by the political tensions it would 
create, the urgent short-term objective of enabling Europe 
to sell more in the American market. It has to be con- 
sidered whether the economic policies recommended by 
Mr Hoffman are practicable so long as the European 
governments have not created some centre of political 
authority and public opinion where conflicts of interests 
and expertise can be overcome by the parliamentary 
method of public discussion and voting. 
* 


Further doubts arise when Mr Hoffman’s programme 
is examined for its economic advice. His programme can 
be reduced for the purposes of discussion to four points. 

1. There should be a substantial measure of co-ordination 
of national fiscal and monetary policies. 

2. Exchange rates should be allowed to adjust themselves 
freely, subject to the general supervision of the International 
Monetary Fund. 

3. A central reserve of foreign exchange should be created 
so that the reserves of individual countries do not feel the 
whole impact of disturbances in the flow of trade and pay- 
ments. 

4. Trade and commercial policies should be aligned 
sufficiently to ensure that integration is not strained by 
conflict between them. 

What Mr Hoffman calls “these fundamental require- 
ments ” are designed to create a single European market. 
And it is clear that he and his advisers see in such a 
programme the one sure way of giving Europe’s business 
men the shock and tonic of competition, of preventing 
the further growth of high cost industries and of 
releasing trade from its present bilateral channels. 


In principle the objective and the programme are 
right. They are right in the sense that the Baruch 
proposals for international control of atomic energy are 
right, or in the sense that proposals for the unification of 
the American armed forces are right. But are they right 
in the seinse that they can, and will, be carried out 
effectively by all concerned, and in the sense that 
they will achieve the short-term results expected of 
the Marshall Plan? Quite clearly, in these two 
senses, they are not right. They could only be right 
and the Ministers sitting in the OEEC 
felt able to give confident and affirmative answers to 
four questions: first, are such measures likely to be 
taken by the present—or likely future—governments 
of the participating countries? Second, have the 
governments the power to force or persuade producers 
and trade unions to face the consequences of such 
policies in the shape of c ition and unemployment ? 
Third, would they produce lower costs, higher produc- 
tivity and the ability to compete more vigorously in the 
dollar world ? Fourth, would they solve the dollar 
problem before 1953 to the extent laid down in the 
Marshall Plan ? 


It is wiser to admit frankly that the answers 
to the last three questions will be guesses, based on 
more or less scanty evidence from the work of the last 
two years. And it is reasonable to assume that govern- 
ments will not—indeed dare not—commit themselves 
to a policy of integration until they feel they can go 
beyond guesses about its effects. So delicate are some 
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in the immediate future mean that British 

already denounced for seeking easy markets in the 
sterling area, would seek them in Europe and so have 
still less to offer in the dollar market ? Can Europe and 
its overseas dependencies in fact produce, without at 
least five years’ notice, many of the goods they need from 
America ? And in what sense can one talk accurately 
of co-ordinating the domestic financial policies of 
countries such as Britain, France, Italy and Greece 
whose governments and citizens have such different 
standards of tax collection and payment ? Let it be 
admitted that these questions are in the long run soluble, 
and that the habits of co-operation created in the last two 
years make them more easily soluble now than when 
the Marshall Plan was launched. Even so, can it be 
seriously argued that the effort to grapple with them in 
time to impress Congress before next April will not 
make more difficult the concerted effort—such as it now 
is—to solve the dollar problem by 1952 ? 


* 


_ It would seem that discussion of integration in Europe 
in purely abstract terms has reached deadlock. Mr 
H issues a warning against dismissing the whole 
idea as a “ merely romantic possibility”—and most people 
will agree, not with any reluctance but with enthusiasm, 
since the idea of closer association in western Europe 
commands enormous support in public opinion. But 
the European governments—and notably the British— 
say that, though they are willing to impose sacrifices on 
their people in such a good cause, they are not empowered 
to sign any blank cheques—and again everybody must 
agree. Agreement in principle and inaction in practice 
have already gone as far as is safe. The avoidance of 
issues by creating new international bodies to discuss 
them has already gone further than is wise. 


The only way out of the dilemma is for somebody— 
and it can only be Mr Hoffman himself—to get down 
to brass tacks. What exactly, in precise terms, is the 
contribution that “integration” could make to the 
solution of the E economic problem by 1952 ? 
What are the sacrifices that it would impose ? And on 
whom ? Until the answers to these questions can be 
formulated, in public and in some detail, neither Con- 
gress nor the American public nor the European public 
opinion to which the governments are responsible, 
has any means of judging whether the European 
countries are, as charged, failing to do something that 
they could reasonably be expected to do. 


The first and fundamental question is this: if the 
Americans insist that “integration” is the condition 
of further aid, let there be agreement as to what precisely 
the word means. Does it mean simply a return to the 
conditions of 1938, or of 1928, through convertibility of 
currencies and liberation of trade ? If so, that is perfectly 
feasible—so long as there is no question of convertibility 
with the dollar world. If not, if it means i 
more than existed before the war, or before the Great 
Depression, then how much more ? Does it mean unifi- 
cation of economic policies on a scale which would only 
be possible through radical changes in the political and 
industrial structure of Europe ? If “ integration” has 
this meaning, let the fact be faced that the attempt t0 
achieve it might gravely frustrate present efforts to solve 
the dollar problem. If this judgment is right, then the 
next question to put to the Americans is this: will they 
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underwrite the costs of the experiment ? If the execution 
of Mr Hoffman’s programme would delay Europe’s 
progress towards selling more and buying less in the 
dollar markets, would Congress not only maintain the 
yolume but increase the duration of Marshall aid? If 
it would, then one set of arguments against Mr Hoffman’s 
proposals would fall to the ground. 


America understands by “ integration ” what the word 
really means—a political, as well as an economic revolu- 
tion in Europe, something more drastic and speedy than 
can be undertaken within the limits of the Council of 
Europe-—will it give governments the time to work out 
and agree on a practicable scheme ? To pretend that 
this could be achieved in time to save the Marshall Plan 
is in the present state of Europe indeed “ a romantic 
possibility.” But it might be—indeed it should be— 
possible to lay in the next two or three years the founda- 
tions of the new political structure in Europe without 
which economic integration—in the full sense of the 
word—can never be achieved. The means do not yet 
exist for persuading governments, business interests and 
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the ordinary voter that the sacrifices which such integta- 
tion would involve are tolerable in the short and 
beneficial in the long run. There is no forum for 
European debate save the infant Council of Europe ; 
there is no agreed democratic procedure by which 
national policies can—in Mr Hoffman’s phrase—be 
co-ordinated. 

In short, America has the power, if it will be patient, 
to impel Europe along the road to real integration ; but 
it must recognise the fact that it may take a generation 
of planning and adaptation to reach the stage at which 
it brings real economic benefits to the Continent. It has 
also the power to persuade Europe to take all the risks 
involved in quickly creating a free market—if it will 
underwrite the venture. What is not possible, what 
might indeed shatter the Marshall Plan and frustrate 
the whole purpose of American policy, is a spectacular 
attempt to combine short-term recovery with a long-term 
reorganisation of Europe, to telescope into one great ac: 
of policy a process which took over three generations 
to complete in the preindustrial United States. 


Tighter Credit, Lower Taxes 


HE re-animation of the British economy, as previous 

articles have argued, can be brought about only by 
liberating its motive forces. At present, in this country, 
there is far too little incentive to a man—be he manager 
or bench-hand—to give of his best where he is or to 
move to where he can do better. What is perhaps even 
more important, there is no sanction upon him if he 
gives of his worst. Self-interest is not the only motive 
of economic activity ; but it is the most powerful single 
motive, and the object of any soundly-conceived 
economic policy must be to enlist the individual’s self- 
interest in support of the community’s needs. Only 
when the attractions and pressures that bear upon the 
individual push him in the direction that the nation’s 
needs require, will his energies be fully harnessed. 


In order to create the necessary freedom of movement, 
and the competitive urge necessary to secure movement 
in the right direction, the preceding article of this series 
suggested a five-point programme—({1) enough disin- 
flation to make money hard enough to get ; (2) a reduc- 
tion of taxation to make money worth getting ; (3) the 
maximum possible removal of controls upon prices, 
wages and production ; (4) a sincere attack upon all 


private restrictions on trade; (5) special measures to 
prevent the liberation of prices from unduly penalising 
the poor or endowing the propertied rich. This fifth 
point is, in essence, a modification of the second and 
third and need not be separately considered. The other 
four require, however, some expansion; the present 
article will deal with the first two, leaving the other two 
for later treatment. A final article will then deal with 
the political prospects of acceptance of any such 
programme. 


Disinflation 


To call for a policy of disinflation at this stage may 
seem, at first sight, to ignore everything that has 
happened since the fall of Dr Dalton two years ago. 
Has not Sir Stafford Cripps been busy disinflating ever 
since ? He has certainly tried, and it is true that he has 
piled up a Budget surplus without parallel anywhere in 
the world. But the proof of the pudding is in the eating, 
and as is pointed out by the “ Report on Internal Finan- 
cial Stability” just published by the OEEC in Paris, 
inflationary conditions persist in the United Kingdom 
although they have ceased in most of the rest of Europe. 
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The disinflationary policy will not have succeeded until 
it has produced the disinflation—that is, until it has 
brought the aggregate of demand for all goods and ser- 
vices and setties down to, or just below, the aggregate of 
supply. 

The fact is that disinflation cannot be secured by 
budget surpluses alone—certainly not when the burden 
of taxation is as high as it is in this country today. The 
OEEC report, though it is too politely official to make 
the point explicit, makes it nevertheless very clear. 
Those countries that have succeeded in bringing their 
internal inflations to an end have done so—in some cases 
in spite of budget deficits—by using the old-fashioned 
weapon of credit control. The same will have to be 
done in this country. The rate of interest need not be— 
and in European countries has not been—the direct 
instrument employed, though it would be bound to be 
affected. But what the OEEC calls “ quantitative and 
qualitative restrictions on credit” provide an instrument 
at once delicate and powerful. If disinflation is to be 
made effective in this country, the Bank of England will 
have to do what it has almost forgotten how to do—it will 
have to restrict the cash basis of the credit system and 
force the banks to restrict credit. It need hardly be said 
that such a policy would have some unfortunate conse- 
quences—not least upon the debt operations of the 
Treasury. But there is no other way to secure an effec- 
tive disinflation, and an effective disinflation is the 
essential preliminary to any policy of economic liberation. 

It is unlikely that the policy of credit restriction would 
have to go very far. The creation of even a tiny excess 
of supply over demand can have almost magical effects, 
as Continental experience has demonstrated. Nor is 
there any cause to be bemused by the fact that some Con- 
tinental countries—notably Germany and Italy—have 
suffered from large-scale unemployment. There are 
special reasons in each case which do not exist here ; 
Britain is not in a state of Malthusian over-population as 
is Italy, nor is its economy as dismantled and dis- 
membered as the German. There is no need either to 
wish for, or to fear, mass unemployment here. All that 
is needed is to move from hyper-full employment to 
merely full employment, reasonably defined. There are 
plenty of means (as the OEEC report again points out) 
of checking any tendency to go beyond that. 


Tax Reduction 


It is no accident that budgetary disinflation has failed 
to gain its objective. The theory of the matter is that 
a budget surplus is necessary in order to cover the 
investment programme—that is to say, that the state 
must do the saving that the public fails todo. But if the 
taxation necessary to create the surplus reduces private 
saving and encourages drafts on private capital, then 
the process is self-defeating. High taxation is both 
enervating and inflationary. As Walter Bagehot wrote 
to Gladstone in 1863: 

Indirect taxation so cramps trade and heavy direct taxation 


80 aces morality that a large expenditure becomes a great 
evil. 


a oie effects of taxation are likely to be cumu- 
ive. et s produced by high taxes ma 

in the first year, a quite a disinflationary eck 
as it did in 1948. But gradually the demoralisation of 
high taxes gains ground. In the second year, a larger 
surplus would be needed to gain the same effect—as 
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1949 has shown. No surplus, however large, can 
for ever to offset the cumulative inflationary effects of 
an intolerable level of taxation. 


A sharp reduction of taxes is therefore a necessary part 
of any sound economic policy. In 1948 the total of tax- 
able income (including transfer incomes) was £10,338 
million, and the total of taxes collected by the central 
government, the local authorities and the insurance funds 
was {4,162 million, a proportion of almost exactly 
40 per cent. It has been held that any level of taxation 
in excess of 25 per cent is likely to be inflationary. The 
evidence for this figure is not very strong, and in 
case it is out of practical reach for this country in the 
present generation. But it is essential that some practical 
target, in terms of the national income, should be set 
for a programme of tax reduction, and it is suggested 
that, for the immediate future, the aim should be to 
reduce the total burden of taxation to not more than 
35 per cent of the total of taxable incomes. For the 
year 1948, that would have indicated a total of £3.618 
million ; and in that year the local authorities and social 
insurance funds collected (by coincidence) exactly the 
odd £618 million. In 1949 the total of taxable income 
will have been somewhat larger, but so will the exactions 
of the insurance funds, and probably of the local authori- 
ties. The resulting round figure is a temptingly con- 
venient one: for policy-making purposes, the target can 
be set at a revenue for the central government of not 
more than £3,000 million. This is £633 million below 
the budget estimate for the current financial year. If 
revenue is to be reduced by this amount, the policy of 
disinflation requires that expenditure be reduced by a 
like amount—or very nearly, since a reduction of taxation 
would lead to some increase in private saving. The 
objective is, therefore, that about {600 million be cut 
out of government expenditure—that is out of the total 
envisaged in last April’s Budget. 


* 


This is a tall order—but not an impossible one. The 
most obvious place to start cutting is in the food 
subsidies. The gross cost of these was fixed in the 
Budget at £465 million. All parties have hitherto 
hesitated to reduce these subsidies because of the effect 
that such action would have on wage demands. But in 
the circumstances that are here contemplated, this risk 
could be faced. The whole point of the disinflationary 
policy is to create conditions in which prices and wages 
can safely be allowed to move. The devaluation of 
sterling by as much as 30 per cent provides some room 
for manceuvre, and if an increase in food prices, leading 
to an increase in some (but by no means in all) wage 
rates, formed part of a programme the rest of which 
created definite premiums on efficiency and cost- 
reduction, the economic risk of removing the subsidies 
could safely be taken. As The Times recently pointed 
out, their total value to the average consumer is only the 
equivalent of 15 cigarettes a week. It is ridiculous to 
say that they cannot be cut out. 

If the food subsidies were abolished, it would be right 
and proper to make some compensating increases in 
family allowances and in old age jons—as well as to 
take other steps (to be cacationnd tet the next article) to 
protect the poor. But it should be fully possible to reckon 
a saving of £375 million to go towards the target of 
£600 million. 


SRLSmSSCRB SeRASR SS 2.B Sees 


“2aSQvspOafnpsaztztocoerencssst 


sti 
it 


a 70 Pr 2rw Onrereppe tho. Sf peed 





Aneanmwmoarpomnaneremea=ze awn oe wT 


we 


Basnpmw @Mman oT 


pe. 


THE ECONOMIST, November 5, 1949 


The next largest contribution must come from the 
social services, particularly from those that have 
expanded most rapidly. It is to be hoped that the 

economies could be secured without reducing 
the scope of these services—that is to say, without taki 
away any facility that has been provided. But the prin- 
ciple of completely free service must go. Facilities and 
benefits should continue to be provided at a fraction of 
their cost, but there is no reason why those who can 
afford to pay should not pay something, not only for 
their prescriptions, but also for their spectacles, their 
teeth, their food in hospitals and their secondary educa- 
tion. The money that would be brought in by this 
means would be small; but the restraint on expendi- 
ture that it would exert might be large. Health, 
insurance and education were together estimated to cost 
£866 million in 1949-50 ; it should not be impossible 
to reduce this to £750 million without reducing the 
scope of the services. If not, then, regrettably, the scope 
will have to be reduced. 


This would leave £150 million to go. How much can 
be found out of the Defence vote, without dereliction 
of international duty, it is next to impossible for the lay- 
man to say. What he can say with certainty is that the 
country is not now getting £760 million worth of value 
out of its defence expenditure and that it is difficult to 
see why the Ministry of Supply should cost anything 
like £121 million a year. Between these items and the 
other classes of expenditure, the remaining £150 million 
will have to be found. There is no very apparent reason 
why the “ Geddes Axe” should have become, in these 
latter years, a term of abuse. If the departments cannot 
do their own cutting, an independent committee of 
investigation serves a useful purpose. All decisions of 
policy continue to rest with the Cabinet ; but it would 
be most revealing to have it brought out into the open 
what different policies actually cost. 


* 





sharpest incentives to increased economic efficiency. 
This means that no part of the money saved should be 
wasted in reductions of sum taxation, such as the 
duties on tobacco, alcohol or betting—unless, indeed, 
reductions in the rates of these duties are peg be 
they soon may be, to maintain the total yield 
them. It also means—regrettably on social grounds— 
that any reconstruction of the income tax allowances in 
the interests of population policy will have to wait for 
a few years. 

The first use to which any fund for tax reduction 
should be put should be to cover the cost to the revenue 
of replacing the present PAYE system by one less 
obviously deterrent to extra effort and of re-modelling 
the system of taxation of profits “ ploughed back” by 
industry—the lines on which these reforms should be 
carried out have often been explained in these columns. 
The second priority should be a reduction in the rates 
of surtax—at least those charged on earned income. The 
combined maximum of income tax and surtax should 
be reduced to 15s. in the £, with corresponding reduc- 
tions lower down the scale. This change would, of 
course, be hotly attacked, but it would cost comparatively 
little, and there cannot be any real doubt that it would 
remove what is at present a very heavy deterrent. As 
was suggested last week, this might well be accompani 
by some further limitation of inheritance, Any r 
limitation of a man’s right to leave property to his own 
children might, indeed, be an unwelcome deterrent and 
should therefore be avoided. But some application of 
the Rignano principle, to avoid permanent inheritance, 
coupled as it would be with remission of surtax and of 
taxation on profits ploughed back, might well have the 
opposite effect. The third priority in tax remission 
should be the standard rate of income tax, every shilling 
of which brings in, in round figures, £150 million. And 
if anything further were left over, the purchase tax 
should be the residuary legatee. 

It is not claimed that such a policy of cutting expen- 
diture and taxation would be popular—only a strong 
government fresh from the polls could contemplate it. 
But it is claimed that it would have a most powerfully 
stimulating effect upon the national economy. 


If the money could be saved, the remaining question 
would be how the tax reliefs should be distributed. A 
strong Government would do this on one principle only: 
it would choose those reliefs which would provide the 


A Costly Experiment 


[s spite of the gloss which Mr Strachey has been wont 
to put on his replies to questions about the progress 
of the East African groundnut scheme, everyone knew 


have obtained all the information and explanations which, 
to the best of our knowledge and belief, were necessary for 
the purposes of our audit. ... 
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that the report of the Overseas Food Corporation, once 
it was forthcoming, would reveal a sorry tale of mis- 
judgment and mismanagement. It was known that the 
scheme had so far cost the taxpayer £23 million, with 
no margarine to show for it ; it was known that this sum, 
amounting to nearly half the corporation’s total per- 
mitted borrowing for all its projects, was not the end 
of the development expenditure. What, however, was 
not known, or even expected, was that the auditors 
should make reservations on the accounts. It comes as 
a shock that they can say of a public corporation, financed 
by public money and responsible to a Minister of the 
wn who was himself responsible for appointing its 
directors, that 
We are unable to report that in our opinion proper books 
of account have been tes by the Corporation and that we 


It need hardly be said that the corporation has pro- 
vided an explanation for the failure disclosed the 
auditors. When it took over control from the United 
Africa Company (Managing Agency) in March, 1948, 
it found that the accounting organisations both of the 
managing agency and many of its contractors had been 
unequal to the demands made on them by the speed with 
which the scheme had been launched and the consequent 
heavy rate of expenditure. It then found itself hampered 
in setting up its own accounts system by the shortage 
of experienced accountants. All this is doubtless true, 
and the Government has no difficulty in “os it—— 
which is not surprising since the Minister of Food must 
shoulder much of the blame for the haste and since the 
Ministry’s own Internal Audit Division was supposed to 
be undertaking this task for the managing agency in East 
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Africa until the corporation took over. Nevertheless, it 
must arouse serious misgivings that the expenditure of 
public money can be treated so irresponsibly. In private 
enterprise, reservations of this sort by the auditors would 
be followed by searching questions on behalf of the share- 
holders, if not by resignations from the board concerned. 
Is there one standard of commercial morality for private 
enterprise, and another for the public corporation ? 


Yet what is most wanted at the moment is some proof 
that the groundnut scheme—or sunflower scheme—or, 
as perhaps it might best be called, the Tanganyika 
development project—can be run on sound business 
lines. The report is for the most part an apologia. It 
deals with the difficulties that were encountered in the 
first two years of operations rather than with future 
possibilities. Not the least of these—though it is one 
that has hitherto received little attention—was the 
system of cost-plus contracting which it inherited from 
the managing agency. That land clearing in Africa 
should have been launched on this system on such a large 
scale, before experiments had been carried out to show 
how easy or how difficult it would be, seems fantastic. 


Again it can only be explained by the haste which the - 


Minister of Food enjoined on the United Africa Com- 
pany, and one can only be relieved that the cost-plus 
stage of the contracts is, according to the report, due to 
come to an end this year. 


x 


It must be admitted that the prospects of making 
the scheme into a commercial proposition are not bright. 
So far as is known at present, the programme of develop- 
ment is to be limited to 90,000 acres at Kongwa and 
90,000 acres at Urambo, with presumably some experi- 
mental plantings in the Southern Province. This limita- 
tion of programme was decided on early this year, and 
it may be that since then, and since the end of the 
period covered by the report, further plans have been 
brought forward. But 200,000 acres, at so large a 
capital cost, does not even begin to look like a sound 
economic proposition ; nor can it justify so large an 
administrative structure as at present exists in East 
Africa and in London. 


It is therefore tempting to suggest that the whole 
scheme should be handed over to the Colonial Develop- 
ment Corporation. From the first, it should have been 
treated as a piece of colonial development, rather than 
as a means of increasing the margarine ration, and it is 
worth noting that the most favourable parts of the report 
concern benefits for Tanganyika rather than for the 
United Kingdom. For instance, the corporation, con- 
trary to expectations, has had no difficulty in recruiting 
African labour, and when it is considered that most of 
the European workers lacked previous experience of 
handling African labour, the complete absence of labour 
troubles among the Africans is very much to the 

tion’s credit. There has certainly been a far too 
iL ancnines of the African labour supply ; but this 
is a common experience of employers of East African 
labour, and the corporation hopes to be able to reduce 
the wastage by iding good living conditions for the 
men and their families. A more serious drawback has 
been the ao quality of the so-called skilled African 
labour. corporation has, therefore, set up its own 
training centre at Ifunda where Africans, who are in- 
dentured for four years, are given six months’ training 
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and then sent for three and a half years further train; 
on the job. It is also important to note that it is not 
only artisans who are trained at Ifunda, but recruits for 
the corporation’s hospital and sanitary services, and it 
is believed that the Tanganyika Government will send 
its own students for training at the Ifunda medical 
school. 

This is a small but definite example of how the 
introduction of capital into a colonial territory breeds 
development and welfare. Another is provided by the 
corporation’s hospitals which, established to meet the 
needs of its own employees, provide a service to 
thousands of Africans who are not employed by the 
corporation or its contractors but who flock for treatment 
sometimes from as far as a hundred miles away. Here 
again the corporation is obviously filling a need which 
ought properly to be filled by the Tanganyika Govern- 
ment had it the resources. 


we 


Mention might also be made of the improvements in 
transport that have followed or are preceding the 
corporation’s activities. But it cannot be emphasised too 
strongly that all these benefits of colonial development to 
Tanganyika cannot be maintained without a sound 
economic foundation. If, when the full £50 million has 
been spent, the corporation still has little or nothing to 
show for it in the way of a profitable export, its hospitals, 
schools, native villages and training centre will close 
down with the whole scheme. For this reason, however 
logical a transfer of the groundnut scheme to the Colonial 
Development Corporation would appear to be, at this 
stage, it would probably do more harm than good. The 
bureaucratic methods and organisation which that 
corporation unfortunately seems to be evolving might 
well have prevented the extravagant mistakes of the 
groundnut scheme’s first two years. But now they would 
probably kill whatever chance it has of pulling through. 


What, however, does seem essential is a complete 
reorganisation of the Overseas Food Corporation in 
London. It is difficult to see how public confidence in 
the scheme can ever be restored if those at present respon- 
sible for it remain in charge after the publication of 
the auditors’ report. And until confidence is restored, 
the scheme will continue to be a prey to all the press 
and political sniping that has followed it to date and 
does much to undermine the morale and confidence of 
those who work for it. It should also be considered 
whether the corporation should not be severed from the 
Ministry of Food—at least so long as the present 
Minister holds his post. Since Mr Strachey has become 
so closely identified with the scheme in its first ill-fated 
years, and is in fact personally responsible for the 
disastrous speed with which it was pushed forward; since, 
too, he is a Minister who stirs up bitter political opposi- 
tion, his continued responsibility for the scheme to 
Parliament will mean that it will continue to be treated 
as a political issue, which it never should have been 
allowed to become. It is to Mr Strachey’s credit that 
he saw at once, in 1946, all the benefits that the scheme 
might bring. His mistake, and the mistake of those who 
have so far run the scheme, was that they thought the 
cost did not matter. The time has now come for the 
cost to be scrutinised very closely indeed. Until there 
is clear evidence that some hard-headed business 
methods have been introduced, the public will continue 
to treat the scheme as a good idea gone very, very Wrong: 
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Dr Malan and the Protectorates 


HERE is nothing new about Dr Malans claim at 

a political meeting last week that his government 
should take over the three native protectorates in South 
Africa—Basutoland, Swaziland and Bechuanaland. The 
claim has been made by each successive South African 
government for the past thirty years. The circumstances 
now, however, are very different from the circumstances 
in which the previous claims were made. As head of 
a party which came to power on a nationalist programme, 
Dr Malan has already stated that he regards South 
Africa’s status in the Commonwealth as similar to that 
of India: South Africa is an independent nation which, 
in the fullness of time, will become a republic. The 
protectorates, therefore, are to be regarded as colonies 
of an “ external power ” within the borders of the Union, 
and this, he claims, is a direct infringement of the 
sovereignty of the South African Government. Dr 
Malan’s claim, unlike the claims of his predecessors, 
General Hertzog and General Smuts, is thus an open 
challenge to the government at Westminster. He has 
doubtless calculated that his claim is much more likely 
to succeed in this form than 


in any other. For, if there ee oe 

is one point on which West- ie 

minster, in its dealings with souTH ee 4 
the Dominions, is more ' SECHUANALAND L. 
sensitive and more likely to pA weer 5 _ PRoTEcTORATE 
give in than on any other, it [pot 

is that of sovereignty. The AFRICA 


question of the protectorates, 
however, will almost cer- 
tainly prove to be the excep- 
tion to the general rule. 

The present position of 


SOUTH AF 
the protectorates was estab- Hale a CAPE PROVINCE 
lished in a schedule to the pat aen 


South Africa Act of 1909. 

The schedule provided that 

they might eventually be transferred to the Union by an 
Order-in-Council, that until then, they should be admini- 
stered by the High Commissioner for the United 
Kingdom, that they should not be exposed to differential 
duties, and that the tribal lands should not be interfered 
with. In his second reading speech, however, Mr 
Asquith also made it clear that the transfer would not 
take place without discussion at Westminster and without 
consultation with the local inhabitants. 


Since the Pim reports in the early 1930's, the 
protectorates have been administered virtually by the 
Colonial Office through the High Commissioner, who 
has carried out there the same colonial policies of 
development and gradual transfer of legislative authority 
as elsewhere. The population of all three protectorates 
amounts to about one million people, of whom slightly 
more than half live in Basutoland ; this is the most 
fertile land of the three and the only one completely 
surrounded by South African territory. Bechuanaland 
borders on Southern Rhodesia—which has barely con- 

designs on its northern districts—and Swaziland 
touches Portuguese East Africa. There are a few 
scattered European settlements in each country, but the 
native interests predominate in the policies of the 


administration and strict regulations prohibit the ex- 
ploitation of the natives in any way. 

The transfer of the protectorates to the Union would 
mean a number of important changes to the inhabitants. 
In the first place they would be subject to the restrictive 
laws which govern the black and coloured races in the 
rest of South Africa. It is probable that the South 
African Government would turn large areas of the pro- 
tectorates into native “ reserves,’ but even so the 
inhabitants would lose a great deal of their present free- 
dom. They would, among other things, have no power 
to restrain the land-hungry farmers in the neighbouring 
districts from taking fertile fields from them. Above 
all, under the present government, they would have to 
submit to the naked tyranny of the apartheid policy, 
exercised by men who are bitterly opposed to the 
principles which govern British policy in other African 
territories. 

* 

Dr Malan’s case is said to contain some twenty points. 

Of these the most important are, likely to be first, that it 
: is wrong for an “external 

SOUTHERN; & Yp7| Power” to control territory 
\ anooesia } > within South  Africa’s 
‘ ‘- = borders. (The fact that that 
power is Britain makes the 
situation appear worse in his 
eyes, for it implies that a few 
threads of the apron strings 
which once bound South 
Africa to Westminster have 
still not been cut.) Second, 
the Nationalists choose to 
© y tre regard the protectorates as 

potential bases for a Bantu 









at Ey Sritieh na’ «=| revolt against white supre- 
ols OR wikia macy in the rest of South 


Africa, and therefore argue 
that they should come under the Union’s direct 
control for security reasons. Third, Dr Malan alleges, 
as his predecessors did before him, that the bad 
agricultural practices and poor health of the inhabi- 
tants are threats to the economy and health of the 
rest of South Africa. Fourth, the belief has more 
than once been stated that the Union cannot develop 
its raw material resources and its domestic market with- 
out taking in the protectorates. Fifth, it is argued that 
the political ideas which the British Government is 
fostering in the protectorates are against the policy of the 
South African Government, and that if these ideas 
spread through the country as a whole, they will con- 
stitute a serious threat to the European population, 
Finally, Dr Malan may boast—not without justification 
—that his government has adminstered the native 
reserves, of which the two principal areas are the 


Transkei and Zululand, very much more efficiently than 


Britain has administered the protectorates—that the 
natives in the reserves are healthier and wealthier, that 


the land is better farmed and that the social services 
are better organised and more extensive. 


There is much to be said for many of these arguments, 
but the prime concern of any British government must 
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be for the Bantu inhabitants. If it was wrong to hand the 
protectorates over to General Smuts and General 
Hertzog with their comparatively mild native policies, 
no political party in Britain today could conceivably 
surrender them to the present government in South 
Africa. During their eighteen months in office, the 
policy of Dr Malan and his colleagues has been 
dominated by fear and hatred ; each successive step in 
apartheid has meant one more turn of the screw on 
the Bantu. The inhabitants of the protectorates would 
in any case have to be consulted before any transfer was 
made, and in the present state of affairs there can be little 
doubt of their answer. 


Dr Malan’s next step will probably be to persuade 
both Houses of the South African Parliament to present 
an Address to the Privy Council, formally asking for 
the protectorates to be merged with the Union. He 
will face little opposition in South Africa, for it is a 
move which General Smuts himself has often discussed 
and which is provided for in the South Africa Act. It 
is, however, difficult to think of any member of the 
Parliament at Westminster who will not oppose him, and 
the Privy Council would almost certainly reject the 
Address. What is likely to happen then ? 


If Dr Malan was unwilling tamely to accept an adverse 
verdict from the Privy Council, three moves would be 
open to him. He could seize the protectorates by force, 
thereby virtually declaring war on the United Kingdom 
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and probably starting a native revolt throughout South 
Africa ; he could seck the support of other members of 
the Commonwealth, on the grounds that the United 
Kingdom was infringing the sovereignty of the Union ; 
or, by applying sanctions in a number of different ways 
he could bring the economy of the protectorates to a 
standstill, thereby forcing the British Government to 
take some positive action which he might be able to 
turn to good account later. Of the three moves, the last 
is the only one which is at all probable. 


Whatever Dr Malan does, once the Address js 
presented to the Privy Council, he will have taken an 
irrevocable step. Whichever train of events is set in 
motion, its result will be to strain the frail ties of the 
Commonwealth, already frayed by the behaviour of India 
and Pakistan in the Kashmir dispute. It may be that 
Dr Malan sets little value on these ties ; some aspects 
of his policy suggest that he questions the very principles 
on which the Commonwealth relationship has been 
developed. But he presumably values the strategic and 
economic benefits which membership of the Common- 
wealth brings to the Union. It would be a mistake for 
him to believe that the power these represent can be 
enjoyed without some responsibility that it shall not 
be abused. For better or for worse, the inhabitants of 
the protectorates have been ruled the British way ; there 
can be no question of their being handed over to be 
ruled the Nationalists’ way. 


London’s New Towns 


HE new towns programme was launched three years 
ago, primarily as a means of relieving congestion in 
London and other great centres. The Metropolitan 
Police District, which is almost wholly overbuilt, con- 
tained 8,700,000 people before the war and has about 
8,350,000 today. From either a social or a strategic 
viewpoint, this is too large a population to be huddled 
close together, while the resulting cost to the public 
purse by way of measures for transport improvement, 
traffic control, smoke abatement, and expensive sub- 
sidies for flat construction is rapidly swelling. Even the 
reduction of the population by a million and a quarter, as 
proposed in the London plans, has been widely criticised 
as inadequate. 

On paper, the task of attracting the surplus population 
to new centres beyond the green belt has made a good 
start. Development Co ions have been set up for 
eight new towns, at Harlow, Stevenage, Welwyn, Hat- 
field, Hemel Hempstead, Crawley, Basildon and Brack- 
nell. However, this list includes the existing pioneer 
new town of Welwyn Garden City, which Mr Silkin has 
arbitrarily taken over, and some other towns which are 
already largely developed. The total additional popula- 
tion which the eight new towns will eventually accommo- 
date is no more than about 250,000. Moreover, as the 
annual report of the Development Corporations for 
1948-49 (HMSO 3s.) now reveals, building in the new 
towns has hardly begun. This slow start has its advan- 
tages. It has enabled careful plans to be made and 
public utilities to be laid on in advance of development. 
But several new towns—such as Crawley, Harlow, 
Stevenage, and Hemel Hempstead—are now in a position 
to go rapidly ahead, and further delays would frustrate 


their whole programme and leave them with a topheavy 
administrative overhead—a danger that needs to be 
carefully watched in any case. 


It is vital to the whole conception of a new town that 
it should be reasonably self-sufficient and not a mere 
dormitory for London workers. This aim will be frus- 
trated if, as is the case with the estates that the London 
County Council is developing outside its own borders, 
the towns are filled with priority claimants from the 
housing lists of London boroughs. The proper basis for 
development, certainly the only one that can be 
economically justified at the present time, is to attract 
congested factories from London and let them bring 
their own workers. This method would relieve over- 
crowding in the metropolis quite as effectively as a 
scheme for direct rehousing ; but since its equity is less 
obvious in Socialist eyes, there is some difficulty in get- 
ting the Government to accept it. There is no reason 
why each new town should not be linked to a group of 
London boroughs, so long as the initial linkage is indus- 
trial. There are said to be plenty of London factories 
willing to go to the new towns, if they were permitted 
to do so. 

Given a good start with industrial development, and 
sufficient building labour, London’s new towns have a 
real opportunity to lead the world in imaginative design. 
The plan for Harlow, for example, provides for a fine 
civic centre, a theatre and concert hall, a varied range 
of houses, and skilful use of the natural landscape. To 
achieve a balanced community, with wide opportunities 
for employment, is the aim of all the new towns. It is 
also important, however—and this may be in part 4 con- 
tradiction—that the new towns should pay their way; 
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h and not be luxury show-pieces. The Development general public. Is the dispersal of London an important 
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a to _ — S. a . ifficulties are in- a quarter of a million people, at a leisurely rate, to eight 
0 creased by a cau a ee ate - acquisition which new towns does not amount to an effective programme of 
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‘% development and for balancing accounts. to metropolitan growth and spoiling the conception of the 
~ i London plans. Moreover, no scheme of dispersal can work 
43 without a much more effective control over industry and 
~ commerce throughout the London area than exists today. 
en The position of the Development Corporations is not | Even when a firm removes to a new town, there is little 
nd wholly satisfactory. They have not the same popular to stop a new factory from reoccupying the site. The 
n- roots as a local council, but they have not the indepen- _— central areas are losing population much faster than 
or dence proper to a public trading concern. They have employment, with the result that transport conges- 
be already suffered from some harmful Government inter- _ tion is again on the increase—and will be made worse 
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been much better exercised large segment of London’s 
directly by the corpora- population. An _ effective 
tions. The new towns are policy of dispersal would be 
rb suffering from too much difficult and costly in its 
be control by the Ministry of initial stages. Unpalatable 
* Town he ey Plan- Sener would have to be 
t ning and too little assistance en to prise indu and 
ere from other departments on cine out of “eel 
us- such matters as the location London. A large number 
ion of es ae provi- of new centres, besides the 
, sion of building labour. existing new towns, would 
the The course of wisdom is have to be developed and 
for to give the development equipped with basic services 
be Corporations much greater © New Towns in order to accommodate the 
i ee of policy bu. §9 = LCC Satelite — population” and 
em with the facilities ns London. 
rer- essential to success. If the Serious administrative pro- 
$a investment cuts necessitate further delays, then it would — blems would have to be overcome. The local authorities, 
less be better to go ahead at a proper pace with a few of the including the LCC, would have to be harnessed effec- 
pet- new towns and suspend work on the others. This isa tively to the work of dispersal, instead of being allowed 
son better alternative than letting elaborate plans and to pull against it. So would the various Ministries. 
) of specialised staff hang fire while overhead costs mount These difficulties no doubt explain why the Govern- 
lus- up. The Government should give those towns which ment is not carrying out the plan for London which has 
ries are being built sufficient assistance over housing and ts official blessing. But the problem of London is far 
ted industrial projects to make their development successful —_ too intractable to yield to half-measures, and. tinkeri 
i economic. For their part, the corporations would = with it may do more harm than good. To build new 
and 0 well to recapture something of the more austere and —_ towns at the present time, with all the attendant diffi- 
ea Pe nee Spirit of Letchworth and Welwyn. Given @ culties over building labour and public services, can only 
ign. id and consistent policy, the new towns can be be justified as part of a wider policy. If the Government 
fine ttumphs of social engineering ; given vacillations and thinks that dispersal is urgent and important enough to 
inge uncertainties, they can expensive white justify capital expenditure at the present time, then it 
To elephants. should put its full weight behind the speedy development 
utes * of as many new towns as possible and follow this up with 
It is wider measures. If it is not, then it had better suspend 
Cone The truth is that the new towns policy is not taken the whole programme. Half-measures are the one 
way, Seriously either by the Government as a whole or by the 


certainly wrong policy. 
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NOTES 


Back to Titus Oates 


To many people the Chancellor of the Exchequer’s 
announcement——it came out quite casually in a written 
answer to a Parliamentary question—that “in suitable 
cases ” rewards will be paid to persons who give information 
to the authorities which leads to convictions under the 
Exchange Control Act must seem like the last straw. When 
Mr Churchill, in the course of the last General Election, 
predicted that the principles of Labour Socialism must 
inevitably lead to the creation of a British Gestapo, he was 
very widely derided. It couldn’t happen here. It begins to 
look as if the country owes Mr Churchill an apology: it is 
happening here. 


Exchange control is one of those departments of the law 
for which the public may—or may not—be prepared to 
concede a justification in expediency. It has no moral basis. 
How could it—since it prohibits transactions which were 
perfectly legal only ten years ago, and are still, in most 
people’s minds, honest (though illegal) today? Yet this 
new branch of law interferes at countless points with the 
ordinary life of the ordinary citizen. It prohibits him from 
going abroad when he wants to, it prohibits her (if the 
ordinary citizen is a woman) from taking her normal jewellery 
with her, it involves such absurdities as a prohibition on 
the sending of stamp collections to schoolboys abroad. To 
enforce this collection of irritating restrictions, the secrecy 
of the mails can be, and is, violated in peace time. And now 
there are to be rewards to informers and relators ; the state 
is deliberately to put a premium upon private spying and 
grudge-bearing, not among the criminal classes, but through- 
out the whole population. No form of economic control is 
worth this price. Away with it. 


* 


Unfortunately, exchange control, though it may be the 
most spectacular, is by no means the only instance of the 
growing arbitrariness of the state. The complex of recent 
enactments concerned with the public acquisition of and 
control over land provides a number of scandalous examples. 
As the law now stands Government departments and even 
local authorities can, in practice, take virtually whatever land 
they require, for any purpose that seems good to them, with- 
out having to secure the consent of any impartial body and 
without having to pay compensation that is satisfactory to 
the dispossessed owner. But if a private owner wants to do 
anything with his land, he has to submit to an almost endless 
array of controls and charges, all of them arbitrarily deter- 
mined, some of them without appeal and even the rest 
permitting appeal only from one set of officials with a personal 
vested interest in the Town Planning Acts to another set of 
officials with the same vested interest. Disinterested common 
sense—the principle of the jury—nowhere enters in. 


Two years ago, the Liberal Party introduced into the 
House of Lords a Preservation of the Rights of the Subject 
Bill. It should be revived, and those who have a concern 
for liberty should refuse to vote at the coming General 
Election for any candidate who will not pledge himself to 
support it. Absolute liberty is unattainable and, in this 
twentieth century, the state must have more powers over the 

sons and property of its citizens than the nineteenth would 

ve permitted. But if we cannot go back to Magna Carta, 
we can at least re-assert some of the essential principles. 
One of these is that if the law creates offences that are not 
generally regarded as offences against morality, it does so 
at its own peril. A second is that any law that can only be 
enforced by methods that are repugnant to the basic liberties 
is a bad law. A third is that the acts of government are not 
ipso facto to be deemed to be in the public interest ; on the 
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contrary, an officer of the government is more suspect than a 
private man of having designs upon liberty. A fourth is 
that no man, even if he be a town planner, ought to be 
judge in his own case. We are far gone in a peculiarly 
vicious form of droit administratif it is time to rebel 
against it. 


* * * 


Plus ca Change 


Those in France whose voices ring loudest in denuncia- 
tion of the British contribution to Europe should stop to 
reflect on the impression made abroad by the behaviour of 
their own politicians and statesmen. It is a good moment 
for reflection, as the immediate past is rich in material. It 
has taken Frenchmen of the centre twenty-four days to find 
a new government ; this is probably a new record a 
French cabinet crises. The ostensible cause of this crisis 
was disagreement about whether workers getting less than 
15,000 francs a month should have a bonus, to tide them 
over the time it will take to unfreeze wage rates and return 
to collective bargaining between employers and trade 
unions. The real cause of the crisis was the desire of the 
Socialists first, and the Radicals afterwards, to show the con- 
stituencies that their first loyalty was not to the coalition but 
to the party, that the tail could still wag the dog. In fact 
they wanted their fling; they have all had it, while vital 
decisions over the future of the Council of Europe, over 
Marshall aid, over the future of western Germany were 
pending. It is that kind of behaviour that makes some people 
ask whether France is yet really biindnisfahig—alliance- 
worthy. 


Now that there is a new coalition government, what is its 
watchword ? M. Bidault, whose reappearance as Prime 
Minister should bring back a whiff of the robust spirit of 
the resistance, chooses the phrase “ The minimum of austerity 
with the maximum of justice.” This, in face of an infla- 
tionary situation and a budget deficit, the proportions of 
which are discussed on page 1010 of this issue. What, too,.is 
the first reaction of this government to the suggestion that 
the liberation of European trade should involve further re- 
ductions in French quotas ? Shocked surprise and alarm at 
what the peasants will say. And to the urgently pressed 
suggestion that the Federal Republic of western Germany 
should be admitted with the most speed and the least fuss 
possible into the Council of Europe comes the reply that the 
Saar—the exact status of which cannot be defined by any 
lawyer in Europe—should be admitted at the same time. 
Was such a low trump really worth playing ? 


Unfortunately, the prospect is that this kind of politics 
will go on for another two years. French cabinets now have 
their crises outside the Assembly, thereby avoiding the risk 
that repeated votes of no confidence will bring a dissolution 
and new elections. The effect on the integrity of the older 
and the enthusiasm of the younger politicians is deplorable. 
So long as the authority of the French state and the will of 
its leading men remain so demonstrably weak, it is difficult 
to believe that France can take a leading part in the regen- 
eration of Europe. 


* a * 


Division of Dollar Aid 


Among the actions taken by the Council of the Organi- 
sation for European Economic ion (OEEC) this 
week is a decision on how to divide Marshall aid in the final 
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. The new method avoids the two equally disa 
ee onives that confronted the sansulaliieealaienas 
the job back to the Americans or to repeat twice again 
the bickering performance of last summer, when it tried to 
reconcile the dollar requests from individual member nations 
with an inadequate total allotment. 


For the next two years ECA will be asked to distribute 
the available dollars in proportion to the sums received by 
each nation in the current 1949-50 year. When drawing up 
their future programmes, the Marshall nations have been 
told to assume that they will receive three-quarters of their 
current dollar aid in 1950-51, and one-half of the current 
total in 1951-52. At the same time the Council has laid 
down provisional totals for the amount of drawing rights 
(aid extended by European creditors to debtor nations) to be 
granted under the intra~-European payments scheme in the 
remaining two years. Since drawing rights are based on 
the receipt of an equivalent amount of dollars they, too, will 
be proportionately reduced. Greece is the sole exception ; 
it will receive the same number of dollars and drawing rights 
next year as in the current period. 


The new scheme is a sound one and will release much of 
OEEC’s energies for work in more constructive channels. 
It rests, however, on two important—but precarious— 
assumptions that Congress will vote another two years of 
Marshall Aid and that it will vote the sums on which OEEC 
is now counting. 


Inquest on the Boundary Commission | 


There was a lively debate in the Commons on Wednes- 
day on the second reading of Mr Bevan’s bill for winding 
up the Local Government Boundary Commission. The 
Opposition claimed that the Commission should have been 
kept in being to carry out minor and urgent adjustments, such 
as the regrouping of small county districts and the extension 
of overcrowded county boroughs. There have been no 
alterations in local government areas since 1939, and appar- 
ently there are unlikely to be any before 1952—sIince, under 
the Bill, no county reviews are to take place before that date, 
and the Government will discourage local authorities from 
promoting private bills. This arrangement will bear 
especially hard on the many county boroughs which urgently 
need land for housing. On many matters of detail, the 
Commission was doing a useful job—and could have done 
better, if the Minister had &cceded to its request made two 
years ago for legislative assistance on some minor points. 


Mr Bevan’s reply was to assert that the Government was 
working on major proposals for the reform of local govern- 
ment, which would render any minor adjustments abortive. 
Rather ingenuously, Mr Bevan stated that he had hoped that 
the Commission’s plan would wring either a general accep- 
tance, or some alternative scheme, from the local authority 
associations. He realised now—what he must have known 
all along—that an agreed plan was an impossibility, and that 
the Government must take the initiative itself. This is a 
welcome, if very belated, recognition of Ministerial responsi- 
bility. It does not explain or excuse the Minister’s delays 
and discourtesies in dealing with the Commission, or his 
failure to have its plan debated. 


Mr Bevan has stuck his neck right out this time. He will 
find it very hard to produce a plan which is less unpopular 
and more statesmanlike than that put forward by the Com- 
mission itself. Any alternative plan must either be more 
drastic—which would arouse diane local opposition—or 
else much less effective. If, on the other hand, the Minister 
fails to produce his plan, his whole icy becomes inexcus- 
able, These considerations will be sore compensation 
should he be removed from office by the election. 


995 
End of a Retinement 


The abolition of the 2s, 3d. price limit on meals served 
in certain catering establishments constitutes one of the first 
of those withdrawals from “ refined ” control by the Ministry 
of Food to which Mr Attlee alluded when announcing his 
economy programme last week. The consequent saving of 
expense and manpower, though not likely to be large, is 
perceptible ; and every little helps. It seems likely, however, 
that the economy cue has been welcomed by administrative 
common sense as an opportunity to press for the ending of 
what was, in fact, hardly more than a gesture of class dis- 
crimination. The five-shilling limit remains, for the time 
being, to placate the chronically envious—even if their 
approval of it is based mostly on misapprehension. True, it 
does not much reduce the amount spent in restaurants, ror, 
indeed, achieve anything much beyond complicating the 
customer’s bill ; but it looks, from a distance, as though it 
prevented the rich from enjoying themselves as they pleased, 
and accordingly has political value. 


The 2s. 3d. limit did mean more than this, since it marked 
the dividing line between establishments receiving, or au 
to receive, preferential quantities of meat and other ration 
goods. Thus it served the purpose of increasing the buying 
power of lower incomes and formed part of that Heath- 
Robinsonian contemporary apparatus of subsidy, tax, and 
general sumptuary discrimination which does so much to 
make extra money less worth earning. It does not, of course, 
follow that all those establishments which have hitherto been 
serving meals below the 2s. 3d. limit will now raise their 
prices, any more than the great majority of restaurants now 
working under the §s. limit would raise theirs at the first 
legal opportunity. In both case: it is the pocket and the 
tastes of the clientéle served by each caterer which determine 
what prices it is most profitable for him to charge. One 
suspects that here, and in many other fields where prices are 
controlled (at considerable administrative expense) in the 
supposed interests of the buyer, the removal of the controls 
would in most cases make very little difference. It takes 
just as elaborate and costly an apparatus to sustain the con- 
sumer, as it were, a couple of inches above terra firma as to 
hold him safely up over the deepest abyss of exploitation. 
There must be other instances, outside the catering trades, 
offering scope for the demolition of superfluous safety 
devices. 


* * * 


Agreement on Indonesia 


The long conference on Indonesia is over. It ended 
on Wednesday, as it began ten weeks ago, with a plenary 
session in the Ridderzaal at the Hague. Generally speaking, 
agreement has been reached on all the most important points 
under discussion, and a draft constitution for the new Repub- 
lic of Indonesia has been drawn up. So far so good. It 
would be idle to pretend that the present degree of ement 
was a foregone conclusion, but it cannot be clai that all 
is over in Indonesia bar the shouting. The new agreement 
has still to be ratified by both the Dutch and Indonesians ; 
this is supposed to take six weeks, during which there may be 
some fierce arguing at the Hague as well as in Jogjakarta ; and 
the experts have still to work out a great many details. Then, 
when the time comes for the actual transfer of sovereignty 
over the end of the year, Dutch troops, many officials and 
some private citizens will have to be withdrawn, and the new 
Indonesian government will have to get to gcips with some 
ugly economic and internal political problems. There are 
thus plenty of rocks ahead. 

What has been achieved looks like a fairly good agreement 
so far as it goes. It includes a statute for the Netherlands- 
Indonesian Union and a charter of sovereignty which 


the basic Indonesian claim to complete 
that of India. It includes a last-minute ise on out- 
standing Indonesian debt—by appointing a special commis- 
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sion—and on future Indonesian banking policy. It estab- 
lishes a transitional military period of between six months 
and a year during which some 80,000 Dutch soldiers, sailors 
and airmen will either withdraw or be absorbed into the 
new Indonesian federal forces. And in the provisional con- 
stitution—embodying two advisory legislative chambers, a 
president, prime minister, and inner cabinet of five—it poimts 
the road towards eventual elections for a constituent assembly. 


In their accord on all these and other matters, both dele- 
gations are to be congratulated. The Dutch delegates have 
recognised at last the inevitability of historical development 
and have taken the bull by the horns in spite of opposition 
from many of their countrymen. And the Indonesian leaders 
have proved themselves willing to learn from experience, 
although giving nothing away on their fundamental claim to 
sovereignty. Perhaps the most promising sign of all is that 
the Indonesians are already pressing several thousand of their 
experienced Dutch officials to stay on and see the young 
state born. 

* * * 


Simmering Kettle in Korea 


The United Nations Assembly has decided to keep its 
commission in Korea, in spite of a serious threat against it 
made officially by the Foreign Minister of the Communist- 
controlled government of North Korea, Pak Heun-yong. In 
a letter to the Secretary-General of Uno and the chairman of 
the Assembly, he protested against the “ unlawful” discus- 
sion of the Korean question by the Assembly and declared: 

should the United Nations ignore in the future the 

will and strivings of the Korean people, ... the Korean 
people . . . will reserve for itself the right to continue by 
the measures at its disposal the struggle for the immediate 
removal of the United Nations Commission from Korea and 
for the final unification of the country by its own forces into 

a united democratic state. 

This arrogant language towards the majority of the nations 
of the world which endorsed the creation of the Uno Com- 
mission for Korea—language reminiscent of that which Japan 
once used towards the League of Nations—is only made pos- 
sible for the North Korean Government because of its con- 
fidence in Soviet protection. The Korean Communists feel 
sure that nothing will happen to them even if members of 
the commission meet with death by violence ; those members 
certainly remain in Korea at their personal peril. 


The commission at present comprises representatives of 
Australia, (Nationalist) China, El Salvador, France, India, the 
Philippines and Syria. The Ukraine was originally elected 
but refused to take part. The Soviet position has always 
been that the Assembly has no jurisdiction in the matter and 
that none of its decisions in Korea have any validity—includ- 
ing its endorsement of the commission’s supervision of the 
general election in South Korea, from which the present 
Seoul Government derives its mandate. In their repudiation 
of the electoral verdict accepted by Uno the Russians have 
produced one of the most remarkable of all their stories ; 
they claim that the general election held by the Korean Com- 
munists in North Korea was also extended to South Korea, 
where, under the eyes of “ the reactionaries and the foreign 
occupation authorities,” 77.52 per cent of the electorate ille- 
gally voted and sent suitable delegates to the National Assem- 
bly set up in North Korea. On the basis of this claim— 
which naturally is immune from any kind of checking—the 
Communists claim that their regime is the choice of both 
North and South Korea and they have been increasingly 
a in expressing their intention to subdue the south 

‘orce. 


The struggle in Korea is already a shooting war in so far 


as fighting is taking place, but the main armies of the rival 
a 


Korean governments are not yet committed. Since 
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and have resorted only to local infiltration and support to 
their guerrilla supporters in the south. They appear to be 
testing the strength of the south before attempting a full- 
scale invasion ; but this may come at any time, and its success 
would be a heavy blow not only to the United States which 
has built up the South Korean state, but to Uno which has 
committed itself so definitely on the Korean question. The 
pete of the Uno Commission may still be a restrain; 

ctor and, as the American delegate said to the Assemb] 
“if a conflict should occur, the United Nations would o 
testimony from a duly constituted agency regarding its nature 
and origin and regarding the responsibility therefor.” 


*x * w 
Chewing Gum and the Cold War 


Chewing gum is universally recognised as an essential 
part of the American way of life, and the incidence of per- 
petual motion to be observed in the jaws of the young pro- 
vides in any country a reliable index of the degree of 
American cultural penetration. As the United States 
administered the Philippines for a generation and returned 
victoriously to the islands after breaking the naval power of 
Japan in the last war, it is not surprising that the habit of 
chewing gum is firmly established among the Filipinos. and 
the news that their annual bill for purchases of this commodity 
has quadrupled since before the war might seem at first 
sight to indicate an increase in human happiness satisfactory 
to consumers, sellers and anyone else interested. 


Now Mr S. S. Nemtchina, the Soviet delegate to ECAFE 
(United Nations Economic Commission on Asia and the 
Far East) finds it a matter for grave reproach. At a recent 
meeting of ECAFE he accused the United States of giving 
exports of chewing gum priority over materials needed by 
eastern peoples for their industrialisation, thereby demon- 
strating its selfish and frivolous attitude towards the great 
problems with which ECAFE is trying to deal. In reply 
the American delegate said he sympathised with Mr 
Nemtchina’s “ dismay” at the size of the Philippines’ gum 
bill, but did not know “ what we can do about it,” while 
the British delegate declared that “countries must be per- 
mitted to import whatever they like.” The delegate of the 
Philippines was quite unrepentant and stated that “ when we 
have money we buy chewing gum from America and caviare 
from Russia.” 


There seems, indeed, to be complete collusion between 
Americans who want to sell gum and Filipinos who want 
to chew it. Yet this is perhaps after all the primrose path 
of dissipation for a country whose economy has been none 
too healthy since the war, andesuch stern moralists as the 
Russians are naturally shocked at the foolish indulgence of 
consumers’ desires. How much better it would be for the 
Filipinos if they got more machinery and less gum! But 
dynamos are no good for chewing, and if Filipino jaws were 
deprived of their customary pleasure, they might begin 
shouting for the overthrow of President Quirino’s Govern- 
ment. 


It is a dilemma often likely to occur in schemes for Ameri- 
can economic aid or in schemes of dollar-lacking countries 
for rebuilding their economies. Nor is it only a difficulty 
to be expected among people who live under coconut palms 
and fail to take sufficient thought for the morrow. Even 
the British, who were once famous for the virtues of the 
Economic Man, suffer from so invincible an addiction to 
American tobacco that they refuse to close the dollar gap by 
cutting it out of their import list. It has been said that to 
compel the British people to smoke anything but Virgima 
cigarettes would be the one sure way of bringing about 4 
revolution in this country. The democratic politician has te 
take account of such passionate preferences, and it is prob- 
able that the smokers of American tobacco and the chewers 
of American gum will continue to confront Mr Nemtchina 
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Propaganda for Savings 


Lord Bruce’s much criticised speech at the Guildhall 
National Savings rally, when he went out of his way to 
emphasise that money not spent now would rapidly lose its 
value, may turn out to have been less unfortunate than 
it seemed if it stirs those responsible for the National 
Savings movement to realise their own shortcomings. A 
little imagination in visualising the ordinary men and women 
to whom they are supposed to be appealing would have told 
them that this is precisely what people are saying to them- 
selves, Lord Bruce or no Lord Bruce. 


Granted that small savings are important, granted, too, 
that they are well worth all the official encouragement and 
propaganda that they get, surely it is necessary to think out 
more carefully the quality and tone of the appeal. If out- 
siders drop bricks from the Committee’s platform, and 
parsons make public statements confusing Savings with 
Socialism, is not the movement itself to blame for failing to 
provide a suitable popular lead on the real meaning of small 
savings from the community’s point of view ? 


The individual feels it is foolish to save while prices rise. 
The job of the savings campaign is to show how savings can 
help, in the aggregate, to bring them down. The individual 
saver buys savings stamps out of personal self-interest, and 
propaganda is right to appeal to this. But it is surely wrong 
to neglect the distrust and scepticism which are aroused by 
the paraphernalia of National Savings Weeks which have no 
obvious connection with economic crises, rising prices or 
threats of coming shortages. 


It may be that the subject no longer lends itself sufficiently 
to a simple mass enthusiasm, to be suitably boosted by Savings 
Weeks, as it was during the war. Changed times may need 
changed methods. The essential point, however, is that if 
savings appeals are to arouse more than a merely derisory 
response, they must explain their real purpose clearly to the 
man in the street, who feels that a national campaign demands 
a simple common-sense national justification, 


& * * 


Cleaner Food 


The cleanliness with which food is packed, handled and 
served is as much a matter of public opinion as of bylaws. 
If the public will tolerate old newspapers as wrappings, 
cracked and scantily washed crockery in public eating 
places, and fish on slabs exposed to flies and dust, local 
authorities cannot be expected to enforce regulations which 
are very far in advance of these general acceptances. Never- 
theless the Ministry of Food has done well to publish last 
week a set of model bylaws concerning the conditions 
upon which local authorities should insist in the arrange- 
ments for handling, wrapping, delivering and selling food. 
They serve, in particular, to remind us how far we have 
sunk below even those modest levels achieved by 1939. 


Visitors from Scandinavian countries, some of the 
Dominions and the United States, have been struck, even 
in prewar days, at the inadequate protection of food in 
butchers and fishmongers, bakers and street stalls, and as 
the insufficient care taken by those touching food. Shortage 
of wrapping materials during the war increased the dangers 
of contamination of food in transit, while the encouragement 
given to works canteens and communal feeding, coupled 
with very inadequate washing-up facilities, produced a sharp 
increase in illness due to dirty food and utensils. To 
complain about these conditions during the war may have 
been unpatriotic ; not to complain now is equally so, yet 
ten years of bad habits have lowered the public’s sensitivity. 

0 be served with an unwrapped pork (sic) pie by someone 
who takes the money and strokes the nose of the next person’s 
Pekinese no longer causes an internal qualm, much less an 
audible protest. 


Wrapping materials are, however, becoming more plenti- 


997 
ful, and more food can thus be protected from infection 
in transport. But what happened to the pork pie before it 
acquired a concealing and protective covering has not in 
the past proved easy to investigate unless a customer died 
or was ill as the result of some improper ingredient—or 
germ provided by the person responsible for preparing it. 
The new bylaws, if they are adopted by local authorities, 
should greatly strengthen their hands, since they require 
the individuals concerned in ing food to observe 
proper precautions, and this much more explicitly than 
hitherto. Nevertheless it still remains true that until educa- 
tion raises the general level of cleanliness voluntarily, com- 
pulsory enforcement can only remove the worst abuses. 


* * * 


The Lords and Legitimacy 


Last week, the House of Lords inserted into the Law 
Reform (Miscellaneous Provisions) Bill two amendments in- 
tended to relieve two specific cases of acute social hardship 
—the hardship may fall upon few, but justice is not a matter 
of numbers. One amendment was designed to secure that 
a child, once legitimate, should not be made illegitimate 
simply by reason of the voidance of his or her parents’ 
marriage. Certain causes may make a marriage ceremony 
void ; certain other events, occurring after marriage, may 
make the marriage voidable. In English law as it is, a 
marriage declared void for any reason becomes void from its 
start, with the inevitable result that any children of the 
marriage automatically become illegitimate. It is difficult 
to think of any argument to support a legal rule that makes 
illegitimate, children who were legitimate when born. 


The other amendment was one repealing what has become 
known in divorce law as the rule in Russell v. Russell, 
namely, that neither a husband nor a wife can be allowed to 
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give evidence in court which wou!d tend to make a child of 
their marriage illegitimate. A husband who was, say, @ 
risoner of war, and who returns to find that his wile has 
da child during his absence. has been unable himself to 
give evidence that he could not be the father of the child, 
and why. He has been compelled, if he sought a divorce on 
those grounds, to call evidence from a Service department 
that he was out of the country, and for how long. The rule 
was described by Lord Merriman in the debate as an incubus 
and a nuisance. It has been in existence some twenty-cight 
ears: the only appropriate comment on its removal is, 
at last.” 
* * * 


Seven Arabs in Search of Security 


The apparent aplomb with which the Arab League has 
decided to draw up a collective security pact can be put down 
to three motives. One is fear of Israeli expansion ; another 
is fear of the Soviet advance in Asia ; a third is the anxiety of 
some members lest Iraq (which is the League’s grumbler and 
recalcitrant) and Syria (which has lately wavered in its likes 
and dislikes of fellow members) might conclude some pact or 
partnership on their own. 


There is an clement of paradox in the first two of these 
motives. Arabs like to talk as if Israel were non-existent, 
or were bound to collapse, yet they will argue in the next 
breath that Jewish immigration on its present scale must lead 
Israe] to seek Lebensraum, and that they must be ready to 
meet the threat. Likewise, Egypt and Iraq like to shout 
slogans about ousting Britain’s treaty garrisons, while an 
Egyptian delegate to the current Arab League mecting can 
argue that “ we smaller nations must be tied to one of the 

reat Powers if we are to survive.” When it comes to choos- 
ing which great Power it shall be, most Middle Easterners 
find Great Britain the least obnoxious. If the security pact 
matures (which is still doubtful) it implies a link with the 
wesiern camp. Perhaps the idea of this link will be more 
easily sold to xenophobe electorates if each government can 
claim that it bears only one-seventh of the responsibility 
for adopting it. 

* 


It seems to have been the rumour of an intended merger 
between Irag and Syria that hurried the three kings Farouk, 
Ibn Saud and Abdullah into unaccustomed unanimity, but 
too much importance should not be ascribed to it. The idea 
of such a union has considerable backing in both countries, 
and there are attractions in the thought of getting rid of the 
artificial frontiers drawn after the first world war. Yet, when 
they are analysed, the motives of its backers turn out to be 
litle more than blind gropings after change—almost any 
political change—that might put an end to their countries’ 
present unsatisfactory political systems and produce some 
economic or social improvement. 


Moreover, influential groups are against the union, parti- 


cularly in Syria. Large parts of the Syrian army do not 
want to play second fiddle to Iraq’s bigger and better armed 
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forces, and the Syrian army has, at present, the last word in 
Damascus. In both capitals, those in favour of the merger 
are saying to visiting Britons: “ All we want is a word of 
encouragement .. .” ; but this they will not get from London, 
In present conditions the merger could only lead to quarrels, 
and any foreign influence that gave a word of encouragement 
would have all the blame thrust upon it as soon as things went 
wrong. 


* * * 


Czechs and the Churches 


President Gottwald has announced that the problem 
of Church and State in Czechoslovakia has been “ solved ” 
by the new church laws which came into force last Tuesday. 
It is unlikely that he could find many to agree with him. 
The new laws (which have been reluctantly accepted by the 
Protestant Churches) do not provide a solution, but only the 
most powerful weapon which the Czech Communists have 
yet possessed in their protracted struggle against the Roman 
Catholic Church. Previous weapons, such as the arbitrary 
arrest and imprisonment of priests and the seizure of Catholic 
schools, monasteries, consistories and property, have proved 
remarkably ineffectual. The Government’s attempts to 
muzzle the Catholic clergy have conspicuously failed and the 
separatist and subservient Catholic Action movement which 
it started has attracted only a handful of priests. 


Under the new laws the state is given full and complete 
control over all church affairs, including salaries and the 
appointment of clergy who will be required to take an oath 
of loyalty to the state; and a new government department 
is set up to “ unify ” the administration of church affairs. It 
is aS yet too early to tell exactly how the Government will use 
its new powers, but the appointment of Mr Cepicka, as head 
of the new department, does not augur a conciliatory policy. 
As Minister of Justice he has been prosecuting Catholic 
priests for treason. 


The Government’s new measures were undoubtedly 
designed to create a split in the Catholic ranks. Government 
propaganda has made much of a comparison between the 
lives of the Catholic hierarchy who “owned huge landed 
estates, luxurious palaces and castles,” and those of the lower 
clergy, who, unless very lucky, were “ living very modestly 
and often in want.” It was hoped to secure the support of the 
lower clergy by offering them increased salaries and financial 
stability, and thereby to undermine the position of the 
bishops. However, as soon as the Government’s plans 
became known the clergy destroyed this delusion by 
announcing their refusal to accept the new laws because 
they “will better the social position of the clergy at the 
cost of freedom.” The bishops, anxious that the Church’s 
activities should not be completely disorganised, have 
announced that the clergy may take a qualified oath of loyalty 
and may accept salaries from the State. But they have 
reserved their own attitude to the oath, refused to accept 
sone themselves and reaffirmed their opposition to the new 

ws. 


Thus the Communists may have succeeded, in a sense, 
in dividing the Czech Catholic clergy, but in a way and with 
results which they cannot have anticipated. Now that the 
Czech bishops are assured that the parish priests will be 
able to continue their activities, it seems likely that they 
will feel free to adopt an even more uncompromising attitude 
towards the Government; and their opposition will be 
stiffened by the fact of Archbishop Beran’s continued 
imprisonment in his palace in Prague. 


* * t 


Beveridge for Ireland 


An Irish social security scheme has now made its appeat- 
ance in a world that has grown colder: since the brave days 
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of Beveridge. It attempts to fit arrangements made for an 
urban and wage-carning population to an economy that is 
still largely based on the small farmer. The White Paper 
embodying the proposals envisages an amalgamated scheme 
of benefits for unemployment and disability, widows’ 
pensions, maternity benefits and payments to orphans. To 
these services, which have grown up since the first Old Age 
Pension Act in 1908, are now added retirement pensions, at 
65 for men and 60 for women, and grants on death. The 
means test is abolished, but, in view of the low level of 
wages in some occupations, provision will be made for con- 
tributions and benefits on a smaller scale. The general 
scale is to be fixed at a weekly contribution of 3s. 6d. for 
men and 2s. 2d. for women, with equivalent contributions 
by their employers. These payments will be compulsory on 
all persons working under a contract of employment except 
those engaged in the public services and some employees of 
local authorities. Compulsory insurance on this scale is an 
innovation in Ireland. The rates of benefit in the major 
schemes of unemployment, disability, retirement and widows’ 

jons run at 24s. a week for men and 18s. for women, 
with additional sums for children. 


The White Paper has the merit of making no bones about 
the bill. It estimates a cost of £12.6 million annually after 
the scheme gets into its stride. No less than 10 per cent 
of the total population is aged 65 and over, so that retirement 
pensions will constitute a heavy burden. The state’s can- 
tribution to insurance and to the assistance schemes which 
will still be necessary is put at £154 million, or between a 
fifth and a quarter of the annual budget. This will provoke 
second thoughts as an ambitious scheme of health services 
is said to be under consideration. 


A contributory scheme has the drawback that it has to be 
applied to a community in which there are many farmers 
whose cash incomes are small and uncertain and who will 
not benefit by it. This is reflected in the fact that the 
number of participants is put at about 700,000, while 
1,200,000, mainly “ persons working on their own account ” 
(including their relatives), are excluded. The White Paper, 
however, seems to have made an honest attempt to translate 
Beveridge into Irish ; and it seems that legislation will wait 
on its reception by the public. 


Shorter Notes 


It is to be hoped that the latest reorganisation of British 
Overseas Airways, which was announced earlier this week, 
will be the last for some time, for it is the third and the most 
drastic in the Corporation’s short life. The reasons for it 
can be grasped only too clearly. But there surely was some 
case for modifying last year’s plan rather than throwing the 
whole organisation into the melting-pot to be moulded into 
yet another new shape. The increasingly frequent accessions 
of modern types of aircraft should at any rate give this new 
plan a fairer chance to work. It is based on a functional 
tather than a geographical division of operational responsi- 
bility, each line being responsible henceforth for a particular 
type of machine wherever it flies. The main thing now is 
that the new scheme should be given a chance to work. 


* 


British European Airways have just announced a welcome 
Profit for the July-September quarter. It amounts to 6s. 8d. 
a passenger, or, compared with the corresponding period last 
year, a profit of £2 gs. for each aircraft flying-hour as against 
a loss of £10. Over 3,000 passengers were carried daily 
in this period and by a staff 14 per cent smaller than in 1948. 
This at least shows that BEA are on the right lines, even 
though the falling-off in traffic at other seasons of the year 
Means that it will be some considerable time before their 
annual accounts show any profit. Nevertheless, having regard 

to the opportunities which the island position of Britain 


affords for high-density short-range air traffic, and also to 
the fact that from next year the Corporation is likely to start 
operating machines with an economic performance, its 
accounts may well balance sooner than was expected, 


* 


The case of the lady, who was injured by a cricket ball 
driven over the boundary of the cricket ground, has now 
been reconsidered by the Court of Appeal. The view of 
the Court of Appeal is that she should recover damages for 
her injury against the club. It is suggested, however, that 
the case will go to the House of Lords for a full review of 
the authorities who decide whether or not cricket clubs 
and other sports organisations are responsible for the con- 


sequences of the exceptional prowess of their playing 
members. 


* 


The National Health Service (Amendment) Bill was given 
its second reading in the House of Lords this week, but the 
Government spokesman was unable to say whether the pro- 
posed charge for prescriptions would be brought into this 
Bill or be dealt with by separate legislation. One amendment, 
made when the Bill was in the Commons, deserves recogni- 
tion. It was introduced by Mr Bevan and allows doctors 
to treat private patients in health centres—when they are 
established. Hitherto he had firmly refused to agree to the 
doctors’ request to this effect, and his conversion from 
prejudice to common sense is consequently very welcome. 
Otherwise, many doctors might have found themselves unable 
or unwilling to practise from health centres since they would 
have been obliged to maintain two surgeries. 




































The Source of Our Greatness 


The opening, on Tuesday, of the New Coal Exchange 
by his Royal Highness Prince Albert, was a great event 
for the City of London. . . . Taking their cue from the 
city address, which spoke of coal ministering, “ by 
appliances innumerable, to the wants and prosperity of 
millions” . . . some of our contemporaries have dweit 
with great emphasis on the material itself; but largely 
as it ministers, like air and sunshine and rain, and many 
of the other gifts of heaven, to our welfare, the industry 
and the skill that draw it from its hiding place, and turn 
it to a thousand useful purposes, are the things to admire. 
. . . To forget the colliers, who pass a large part of their 
lives in the deep cut galleries of the coal mine, exposed 
to scorching death from fire damp, and to drowning from 
the bursting in of water, who breathe fou! air, and labour 
naked, bent, and blackened with dust, far away from the 
cheering light; to forget the seamen, who, braving all 
weathers, the ice of winter, and the storms of the 
equinoxes, and defying hail and rain, navigate their vessels 
along our sand begirt and dangerous coast: to forget these 
men ... is to forget the spirit which has gathered bread 
from the salt waves, which can turn water into fuel, and 
win power from the magnet and the electrical battery. . . . 
We hope the occasion will not be lost to improve the con- 
dition of these useful, but, perhaps, not well treated 
classes. We do not ask charity for them—do not ask 
Government interference with their avocations on the pre- 
tence of serving them, lest their ingenuity and exertions 
might be stifled by its kind embraces ; but we should like 
that some of the respect shown to coalowners and coal 
merchants and coal exchanges should be reflected down- 
wards on such men as colliers and sailors, the living 
authors of the wonders we admire, and raise them in their 
own and in public estimation. 


The Economist 


November 3, 1849 
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Letters to the Editor 


The Future of OEEC 


Sir,—Your article on this subject raises a very important 
question. Will the economic unification of Europe come about 
without external pressure ? And if pressure is necessary, from 
where will it come ? The economic unification of Europe is 
a fundamental conception of the United States Foreign Assist- 
ance Act. ECA have repeated the need for it many times. Mr 
Hoffman requested it as late as October 27th, when he pointed 
out that “higher productivity in Europe would not alone bring 
durable economic recovery,” and when he called on western 
Europe to achieve economic unification without delay. This 
request he has repeated in very forthright terms only this week 
at the meeting of the Council of OEEC in Paris. 

Surely the remedy lies in the hands of ECA, the State 
Department and Congress themselves ? They could have had 
a unified Europe by now if they had wanted it enough. I have 
yet to learn of a bank or financial institution lending (much 
less giving) money to a group of bankrupt companies in an 
industry without insisting first on their reconstruction by way 
of amalgamation as a condition of the loan. If the unification 
of Europe had been a condition precedent to Marshall Aid, 
would the European countries have refused the offer? But 
Marshall Aid has to be voted each year, and there are already 
doubts about its renewal in 1950. Thus, it is not too late for 
such a condition to be made. The State Department are well 
aware that Congress may not renew Marshall Aid for the third 
time without conditions of some kind, if they renew it at ail. 
Thus, let Europe unite now, with a prior understanding with 
the leaders of Congress that aid will be voted for 1950 and 
1951, or let Congress vote Marshall Aid for those years not 
for the seventeen states of Western Europe as at present, but 
for one state—a new state—an eighteenth state—the Union of 
Western Europe. Within the Statute of the Council of Europe 
machinery exists to bring this unification about. The Standing 
Committee could become the government. The Assembly 
could be given the necessary legislative powers. The Com- 
mittee of Ministers could retain the right to veto its legislation. 
Surely something positive and constructive on these lines could 
be done if only the State Department made a United Europe 
a condition of further aid ?—Yours faithfully, 

House of Commons R. W. G. Mackay 


Which Party? 


Sir,—I think most people will agree that the result of the 
next election will be of vital importance for the future of the 
nation. We have all of us to decide which political party, 
taking the good with the bad in their policies, should be 
entrusted with the government of the country. I wonder if 
other readers are as puzzled as I am as to what your views are 
on this question. You have been telling us for some time that 
the present government is leading us to disaster and you have 
come to the conclusion that there is no reason to suppose that 
the Socialist ministers should change their characters overnight. 
You are writing a series of articles giving a policy for the Left, 
which you must realise has little or no chance of being adopted 
by the Socialist party. On the other hand Mr Eden, speaking 
on behalf of the Conservative party in the recent debate, argued 
for further economies in government expenditure, and thus 
showed political courage and leadership which is so lacking 
in the Socialist leaders. However, the only encouragement he 
gets from you is an expressed doubt whether this will be a 
politically successful line.—Yours faithfully, 

C. L. Overton 
pee Mill Lane, Willaston, Wirral 
Sell al oak f . 
a s ia 


The Case of the Karens 


Str,—I hope you will be able to find space for a brief state- 
ment of the case for the Karens in Burma, which is being 
overlooked in the present anxiety to aid the Rangoon Govern- 
ment against the Communists. 


1. The antagonism between the Burmese and the Karens 
lies deep in the traditions of both races. Relations between 
them greatly improved in the quiet times of British rule, but 
in times of disorder antagonism came to fierce life again, arising 
partly from the resolute stand the Karen villages took on the 
side of law, order and loyalty to us. The Karens lived in 
terrible sufferings and fear throughout the Japanese occupation, 
Christian Karens being singled out for special persecution by 
Burmese. The Karens gave notable aid to Wingate and to 
our invading armies. By our actions the Burmese forces, which 
had begun their rebellion by a massacre of Karens, were placed 
in a dominant position in Burma. All this lays on us special 
responsibilities. 

2. The Karens are distrusted by the Burmese because they 
are (rightly) believed to be pro-British, pro-Christian and pro- 
Western, all that Communism is not. The Karens revolted 
many months after revolts by Communist Burmese political 
factions had caused widespread disorder, and the cause was 
the policy of disarming Karen villages. Burmese Communists 
and Karens have in common only enmity with Rangoon. A 
hated minority in a country in chaos cannot consent to being 
disarmed, nor could the Karens agree now to a status which 
did not, in fact and in law, give them access to supplies of 
arms. 


3. The Karens of the Delta, five to six hundred thousand in 
number but only one-fifth of the population of that area, are 
in grave peril. They should have an opportunity of moving 
to the Karen state (mainly east of the Salween), and such a 
movement might well require the supervision of the United 
Nations. The United Nations might also reassure Burmese 
fears and suspicions about the advisers and technicians from 
the west which the Karens desire and require. 


That a British Government should provide arms for the 
subjugation of Karens is a sorry return for a century of loyal 
support.—Yours faithfully, C. F. Grant 


16 Campden House Chambers, W.8 


Dollar Exports 


Sir,—Your correspondent, Mr Graham Hutton (page 887 of 
The Economist, October 22nd) shows with great clarity how 
British exports to the United States can be effectively restricted 
by the action of American suppliers in applying “ stop-orders” 
to American distributors attempting to increase their tumover 
of British goods. 


The creation of British-owned distributing houses in the 
United States would overcome this difficulty, only at the cost 
of the reappearance of the same problem one stage further on. 

ican retailers, desirous of increasing their purchases from 
the British-owned distributing house, would presumably be 
subjected to similar “ stop-orders ” by their American suppliers. 

This dilemma could only be resolved either (a) by the setting 
up of British-owned retail outlets in the United States—at best 
a solution with strictly limited possibilities, at worst am 
impracticable proposition—or (b) by resort to an American 
institution whose popularity far exceeds that of its smaller 
counterparts in this country—the mail order house Nothing 
short of the creation of an entire mail order house organisation, 
fully supplied by British exporters, could be successful. 
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The initial dollar outlay on a project of this nature would 
be considerable, but could be provided by joint action on the 
part of some of our larger exporters. These same firms would 
provide all the necessary supplies to build up and maintain their 
joint stocks in America at a level sufficient to ensure immediate 
delivery of catalogue-based orders, leaving the mail order house 
completely free from pressure on the part of American suppliers. 
Direct contact by mail between the house and the ultimate con- 
sumer obviates any danger of crippled retail outlets, 


Nor are the marketing economies which would result from 
this scheme, once successfully launched, of a negligible order. 
Wholesaler and retailer margins—at present payable in dollars, 
not in devalued pounds—would be replaced by direct distribu- 
tion at lower cost per unit. Moreover, it is feasible that the 
British-operated mail order house, once securely established, 
would serve as an admirably efficient vehicle for the introduc- 
tion of new lines of British exports to the American market. 


It may be argued that, as soon as the impact of any such 
scheme began to be felt on the American market, its inevitable 
reaction would be the engendering of a strong demand from 
American business interests for higher tariffs, more restrictive 
Customs regulations, etc., but this would entail the United 
States Government breaking faith with Britain and the recent 
1o point Washington agreement—at present, as Mr Hutton 
shows, the expansion of British exports to the United States 
can be effectively prevented without any restrictive action on 
the part of the United States Government at all. 


In conclusion, may we submit our export slogan: “Let a 
British Sears Roebuck become an American household neces- 
sity ! "—Yours faithfully, D. J. OvENS 

C, P. Darton 


Sir,—The first reaction to Mr _ Perry’s conception 
of British Dollar Exports, Limited, is one of admira- 
tion On second thoughts, however, the difficulties become 
apparent. First, Mr Perry excludes “ large organisations,” by 
which he means, presumably, large organisations already ex- 
porting to the dollar area. Therefore, British Dollar Exports, 
Limited, will be concerned with exporting goods which have 
at present no large dollar sales. It will have to create the 
market, spending vast sums of money and encountering grave 
risks in so doing. 


If the sterling goods do not sell, they can be turned over 
to the Government for export to non-dollar areas, says Mr 
Perry. At what price? Is there such a great demand for 
British goods that these unwanted articles will sell easily and 
profitably ? 


Secondly, will the public and the manufacturers take up the 
share capital which is to finance this scheme ? The preference 
shares will have to be made attractive, and will thereby commit 
the company to a heavy distribution of profits, which it is by 
no means certain will accrue. In view of this, will manufacturers 
willingly lock up a proportion of their own capital in the 
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ordinary shares of a venture that is unlikely to pay dividends 
in the very near future, and may,,indeed, unless it is run at 
a very high pitch of efficiency, never do so ? 

Finally, possibly the biggest obstacle of all is the fact that 
British Dollar Exports, Limited, would have to be a truly 
huge undertaking if it were to preserve the individuality and 
fine craftsmanship which is one of the main reasons why British 
goods still sell in the dollar area, and if it were to conduct 
adequately the individual market research and selling campaigns 
So essential to any attack on this notoriously difficult market. 


Can these difficulties be overcome ?—Yours faithfully, 
Mount Royal, Richmond Hill, Surrey LEONARD GAUNT 


Salvation by Fleabite 


Sir,—Your articles on “ Salvation by Fleabite” and “Cuts 
Without Policy” imply that the worsening of the terms of 
trade will intensify inflationary pressure. This in addition to 
the increase in pressure which will be caused by a more favour- 
able balance of payments. 


No one disputes the latter point that, as the balance of pay- 
ments is improved, inflationary pressure will increase unless 
compensating cuts are made in one or other form of home 
expenditure. To the extent that changes in the terms of trade 
contribute to changes in the balance of payments, their in- 
flationary or deflationary effect is already taken care of. To 
suggest that the worsening of the terms of trade calls for 
additional cuts in expenditure to prevent inflation is either 
wrong or else depends on a misleading ambiguity in the use 
of the word inflation. 


Suppose that an improvement in the balance of payments is 
exactly offset by a reduction in private and/or public expendi- 
ture athome. Effective demand, or money incomes, will remain 
the same. In this case higher import prices (absolute or relative 
to exports) will raise costs and prices at home and hence lower 
real incomes. Do you argue that this rise of prices (which is 
ambiguously called inflation) relative to money incomes calls 
for additional reductions in expenditure ? On the contrary, it 
is through this rise that what you flippantly call fleabites will 
be found to have much deeper stings for all of us. 


To put the matter in another way, you seem now to be 
identifying the Government’s attempt to maintain full employ- 
ment with the maintenance of real income. If that were 
attempted, higher import prices would indeed raise both the 
price level and the level of money incomes. But, as you have 
pointed out many times in your columns, full employment is 
compatible with falling real income. 


It may be true that the proposed retrenchment is not enough 
to offset the change in balance, or that higher import prices will 
reinforce the price-wage spiral. But the terms of trade argu- 
ment by itself cannot justify further cuts—Yours faithfully, 

Magdalen College, Oxford F. A. BuRCHARDT 
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T heard it froma Leundryman 
Who liked a lot of lather, 

Who heard it from a Knowing Lad, 
Who heard it from Another, 

Who took it to his Teacher, 
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Books and Publications 


Common Ground tor Radicals 


“The Principles of Economic Planning.” By W. Arthur 
Lewis. Allen and Unwin and Dennis Dobson. 128 
pages. 7s. 6d. 

Tuis admirable handbook for the general reader goes far to 

rebut the criticism that Socialist thought on the economics of 

planning has got stuck in the irrelevancies of the 1930’s. Pro- 
fessor Lewis is a Socialist, but he is not concerned to defend 

a sacrosanct thesis by intellectual sleight of hand. Seeking to 

elicit and expound the truth, he provides the common ground 

of honest debate. The case for planning, in his view, is not 
that the “ invisible hand ” of the market economy is maleficent 
or ineffective, but that in certain respects, certain fields and 
certain circumstances it needs to be supplemented by social 
controls for the sake of efficiency, stability and social justice— 

a proposition commanding the assent of practically everyone. 

The only essential distinction between Socialists and others 

is that Socialists demand a far greater degree of equality. 

Nationalisation, price controls, the general apparatus of 

dirigisme, are merely technical devices which should be un- 

hesitatingly discarded if they cannot be justified on their merits. 


Professor Lewis does not argue about the precise degree 
of equality which he feels desirable. “No man is worth 
£10,000 a year,” he asserts ; and that is that. The importance 
of his book, however, does not lie in this arbitrary estimate, but 
in the technique of social control by which equality, among 
other aims, may be pursued. The arguments with which this 
is presented are calculated to cause some alarm and despond- 
ency among more representative Fabians ; they are, indeed, 
familiar to readers of The Economist. “The real choice we 
have to make,” says Professor Lewis, “is between planning 
by inducement and planning by direction,” and he proceeds 
to deal with the latter after a fashion which Professor Hayek 
could hardly better, allowing it at most a subordinate and 
temporary role when, as in wartime, major immobilities have 
to be overcome in a hurry. His major planning instrument 
is the Budget. As regards equality, he considers that re- 
distributive taxation on incomes has already reached its limit, 
and that any further advance must be through greater equality 
of opportunity, through the modification of death duties to 
encourage a wide distribution of property, and (very cautiously) 
through a well-conceived capital levy. Stability can be attained 
by the use of deficits and surpluses in the light of the statistics 
of bankruptcy and of unemployment. (Incidentally, the case 
against over-full employment has rarely been more succinctly 
put.) On investment, the chief instrument of progress, Pro- 
fessor Lewis is equally realistic. Voluntary savings and budget 
surplus between them must be adequate ; due attention must 
be paid to stocks ; the limits to particular physical resources 
must be remembered. Otherwise there is “intolerable con- 
fusion.” His subsequent comments on the Government’s actual 
investment policy will make excellent election ammunition— 
but not for the Government. 

On foreign trade, on the “social control” of business (e.g., 
monopoly policy), on economic mobility, on nationalisation 
itself, he is far from the orthodox Socialist standpoint. 
(Socialists and others may equally complain that he scamps 
the question of price policy in the “ public sector.” Even in 
so deliberately untechnical a book as this, the nature of the 
problem and the preferred lines of its solution ought to be 
indicated, and the author of “Overhead Costs” is surely the 
man to do it.) His account of the actual technique of plan- 

ilding is brief and clear; and his book is rounded off by 
two sound and stimulating appendices, on Economic Union 
and on the Planning of Backward Areas. 

It would be wrong to leave the impression that Professor 


Lewis thinks the existing planned society’a failure. He pillories 
its shortcomings ; he denies that these have outweighed its 
benefits. Here then is room for rational debate, debate on the 
relative achievements of planned and less-planned economies, 
debate on the causes of divergence, just as there is room for 
debate on the merits and demerits of the economic devices 
which he favours, and on the proper balance of the aims which 
he shares with all men of good will. Such debate is certainly 
profitable. It is less certain that the publicists of the Labour 
Party are capable of jettisoning their cherished irrationality 
sufficiently to pursue it. 


An Orderly Gentleman 


“The Great Pierpont Morgan.” By Frederick Lewes Allen. 
Gollancz. 306 pages. 15s. 


Tuis book, according to its dust cover, is the life of America’s 
last grandee, but the photograph above the words could be 
that of America’s first dictator. Pierpont Morgan came very 
near to being that at the beginning of this century, in .the 
opinion of many of his contemporaries and more of their 
descendants. Mr Allen’s fair and very readable biography 
explains not only why, and to some extent how, this emperor 
built his dominion, but also how Morgan was himself respon- 
sible for that government interference with private enterprise 
which seemed as accursed to him as it does to his successors. 
His railroad amalgamations demonstrated the desirability of in- 
creasing the powers of the Interstate Commerce Commission ; 
his rescue of the United States from the panic of 1907 proved 
the need for a central banking system ; his combination of 
three-fifths of the American steel industry into the US Steel 
Corporation gave new life to the anti-trust laws. Even his 
failure had the same effect: his inability to make a success of 
the International Mercantile Marine showed that only govern- 
ment subsidies could give the United States an adequate 
shipping industry. 


Other millionaires in that great age of millionaires ran rail- 
roads, pumped oil, smelted steel ; people saw them doing it 
and used the results. And they were men who had risen from 
the farms, the slums, the free schools. But Pierpont Morgan, 
brought up to be wealthy and educated abroad, was incompre- 
hensible both in his outlook and his work. He produced 
balance sheets, share certificates, cablegrams, in a financial 
labyrinth that ordinary Americans neither knew nor wanted to 
know. He was a wizard to be regarded with suspicion, and 
that suspicion has ever since attached to the Wall Street where 
he laboured and the House of Morgan which he founded. 


But Mr Allen makes it clear that Morgan was inspired neither 
by lust for power nor by the desire for wealth. He wanted 
only order ; everything that impinged on his life must be 
efficient and tidy. Cut-throat competition on railroads and in 
steel-mills was neither, and the obvious way to climinate it 
was by amalgamations. Art treasures were more orderly when 
they were gathered together in one place. To Morgan, at 
least in Mr Allen’s opinion, any personal profit or pleasure 
resulting from his collections and combinations was incidental ; 
his chief concern was for the public good. His methods of 
achieving it were ruthless, but they were honest and fait 
according to his lights. He was a self-confident gentleman of 
the nineteenth century, taking the responsibilities of the post 
tion, working on a basis of trust and confidence, and expecting 
others to do the same. He thought it a duty for him to gv 
orders and for others to obey them. He was, in fact, a benevor 
lent dictator, who, like others of the species, could not see that; 
in less competent and benevolent hands, his methods would 
seem neither orderly nor gentlemanly. 
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RUSSIA 


GENERAL BEDELL SMITH 


AMERICAN AMBASSADOR IN MOSCOW 
(1946 - 1949) 





“There are no experts on 





the Soviet Union — there 
are only varying degrees 


of ignorance” 


True, but an Ambassador has better opportunities of 
finding out what is going on in Russia than any private 
individual, General Smith, already famous as General 
Eisenhower’s wartime Chief of Staff, gives a, unique 
account of the present state of Russia and fts ¢2 rulers. 


These are some of the questions to which he provides 
answers 3 


® Is Stalin the absolute boss ? 
© What may happen when he dies? 
© Why did the Berlin blockade fail? 
® What are Russia’s intentions? 


® What is the state of her armed 
forces ? 


® How efficientis her administration? 
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The Currency of 


Criticism 


pe 
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A Brilliant Condensation 


By J. H. Parry. 
7ys- éd. 


«“ Europe and a Wider World, 1415-1715.” 

Hutchinson’s U niversity Library. 194 pages. 
Proressor J. H. Parry is known to scholars by two valuable 
studies on sixteenth century Spanish America. He has now 
written a short introductory work on the expansion of Europe 
from Prince Henry the Navigator to the Treaty of Utrecht. The 
subject is wide, various, and at times highly technical, so that 
the interest of adventure can easily be lost in the complexity 
of economic causes and scientific methods ; but Professor Parry 
has performed a masterpiece of simplification and exposition. 
Beginning with an analysis of the scientific knowledge and 
technical limitations of trade, exploration and discovery in the 
age of the Renaissance, he describes in turn the Portuguese 
and Spanish discoveries, the organisation of their empires for 
trade and government, the attempts of the Northern Europeans 
to penetrate through America or find markets and sources of 
supply in it, the struggle of the Dutch with their rivals in the 
East and of the English with their rivals in the West, and their 
culmination in the War of the Spanish Succession. All this is 
done in the compass of 200 pages ; the economic mysteries are 
lucidly explained, the human drama never forgotten ; Albu- 
querque and the Jesuits, Magellan and Coen are as luminously 
delineated as the economics of spices and sugar, company 
finance and slavery. 


Canadian Compendium 


« Financing Canadian Government.” By A. E. Buck. Public 
Administration Service, Chicago. 367 pages. $5.00. 


CanaDa is notably short of those institutions, universities and 
endowments which finance the earnest student’s research in so 
many fields, but it benefits from time to time from the wealth 
of such institutions in the United States. Some of the best 
books about Canada have been financed from south of the 
border, and this work by Mr. Buck of the Chicago Institute 
‘of Public Administration provides a compendium of informa- 
tion about Canadian government which might never have been 
produced inside Canada. 


“Financing Canadian Government” is a thorough, detailed 
and painstaking account of the complicated procedures of 
government finance on the federal, provincial and municipal 
levels in Canada. It makes some valuable comparisons with the 
United States and the British system, and has valuable chapters 
on the highly complicated story of dominion-provincial financial 
relations. Mr. Buck is rarely critical, though once in a while 
he points out the advantage of the Canadian method over its 
American counterpart and goes out of his way to explain how 
and why Canada has developed methods of organisation 
differing from the British prototype. With a_ formidable 
bibliography and an adequate index, this book forms a most 
useful reference work. But its very thoroughness and com- 
pleteness make it heavy going for the general reader. 


Rayon History 


«“ The Fibro Manual.” Edited by C. M. Whittaker. 
Press. 311 pages. 21s. 
Viscose rayon staple has already a long enough life behind 
it to illustrate that innovations in textile materials—even the 
successful innovations—come into full use only by a slow and 
laborious evolution. German spinners used cut rayon as a 
substitute for natural fibres in the first world war. But the 
expectations then pinned on cut staple were at first dis- 
appointed: cotton and wool were too cheap, and after the war 
the German rayon factories were driven back on to continuous 
filament production, Courtaulds began to produce Fibro 
viscose staple in 1925. Its use progressed only gradually, and 
the company’s initiative in setting up demonstration mills in 
Lancashire and Yoresiive was largely responsible for getting 
- the new material accepted by the cotton and worsted trades. 


Sylvan 
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This form of development has influenced the trend of rayon 
technology, which (so far as staple fibre is concerned) has for 
the most part been strictly related to the existing spinning 
systems. The manual which has now been Prepared by 
Courtaulds deals largely with the use of rayon staple on these 
existing systems—cotton, wollen, worsted, flax, spun silk and 
jute. Its primary concern ds to select and summarise the 
accumulated empirical knowledge for spinners and manufac- 
turers. As one consequence of the empirical development, the 
manual notes that although the fibre is first produced in con- 
tinuous and regular filaments it is, after cutting, crushed into 
bales ; and the spinner has to disentangle the material by 
carding and combing to produce a sliver of parallel fibres before 
he can spin. Carding and combing may cost the spinner 8id. 
a pound ; it is obvious that a short cut from filament to yarn- 
spinner may revolutionise the economic relationship of rayon 
staple to some other fibres. Some progress has already been 
made in producing ready-combed staple (“Greenfield Top”) 
for the worsted industry, which is the textile branch tech- 
nically best suited to the method. Similar “tops” for flax, 
jute and silk spinning are to follow ; the cotton type presents, 
unfortunately, the greatest difficulty and wil] come last. 


Portrait of a Great Woman 


“Eleanor Rathbone.” 


A_ Biography by Mary Stocks, 
Gollancz. 


376 pages. 21s, 

Tue life of Eleanor Rathbone is a vindication of so many of 
the standards and values which have been eclipsed over the 
past thirty years, that to read the record of her achievements 
is to derive great comfort about the continued power of the 
individual to influence social] progress by democratic means. 
There could be no stronger tribute to the effectiveness of the 
individual social reformer who can harness voluntary action 
to his reforms, to the importance of the independent private 
member of Parliament and the private member’s Bill, or even 
to the value of a private income comfortable enough to permit 
its owner undivided attention to public affairs. Eleanor Rath- 
bone’s tenacity, her clarity and honesty of thought and her 
complete lack of personal ambitions swept obstacles aside. 
She was a formidable opponent of apathy, mental laziness and 
intellectual dishonesty. She was fortunate in that most of the 
causes she fought for were achieved in her own life-time—and 
this essentially because she saw the limits of the practicable 
and never antagonised by asking for the impossible. To most 
people she is best known for her life-long and successful efforts 
for family allowances. But she never pursued one objective 
at a time. Any one of her activities might have been a life-time 
occupation for some people—the battle for the equal franchise 
for women and the subsequent legislation which expanded 
and confirmed this equality in other fields, the long defence of 
the rights of Indian women and their representation in the 
Indian Constitution and the incessant campaign from the 
nineteen-thirties onwards for the cause of refugees both at home 
and abroad. To these major preoccupations were added & 
firmament of lesser activities. 


Eleanor Rathbone’s success in accomplishing so many of her 
objectives is an object lesson in the art of parliamentary infil- 
tration. She understood to the full the force of authoritative 
evidence, and was an accomplished mistress of the art of 
approaching Ministers and civil servants with a fully docu- 
mented case. 


As a biography one must regret that the wit and style which 
informs Mrs Stocks’s writing concerning the more obscure parts 
of Eleanor Rathbone’s existence—before her birth and after 
her death—are not permitted to sparkle so brightly during the 
most active parts of her career. It is as if the biographer het- 
self became so immersed in sorting out the turmoil of papers 
in that unforgettable black bag that the result is closer © 
faithful photography than to imaginative portraiture. Nevel- 
theless it is an excellent book. seen 
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AMERICAN SURVEY 





Half-Time in Congress 


(From Our American Staff) 


FTER Mr Truman’s victory last November’ it was 
understandable that exiravagant optimism should, for 
a few weeks, succeed extravagant pessimism in the Demo- 
cratic Party’s high command, There were predictions of 
another Hundred Days in which the President would be able, 
as Mr Roosevelt was in 1933, to get an important part of his 
programme through Congress without serious opposition. 
Half a dozen of the diminishing band of Republican diehards 
in the Senate had gone and almost a fifth of the new House 
was made up of earnest young Democrats. Few of them 
would have been encouraged to run had their local machines 
thought anything of the party’s chances, many of them were 
as surprised as Dr Gallup at their success, but all of them 
were eager to get on with the task of turning the programme 
on which they had been elected into legislation. 


Mr Truman, who had been less doleful than anyone else 
about his prospects, was probably also less impressed by the 
implications of his victory. The people had spoken, no 
doubt, but not with any great unanimity or in very imposing 
numbers. Thanks to the essentially gerrymandered basis 
on which the Senate is elected, an uncomfortably large part 
of the Democratic majority was made up of Southerners un- 
sympathetic to the President’s programme, whose Democratic 
disguise was so thin that it was used only to retain seniority 
on committees. In the House the old and cynical had not 
such a commanding majority, but they held many of the 
commanding positions. The President began by welcoming 
the rebels back into the party, but he soon found himself 
forced, by the facts of his policies, to drive them into sullen, 
but unofficial, opposition again. When the Hundred Days 
were over, there was alnwst no legislation to show for a great 
many words and the sporadic association between Southern 
Democrats and Republican reactionaries was beginning to 
look like a firm alliance. 


The months dragged on, and by June accomplishment was 
still meagre and talk of adjournment was general. But Mr 
Truman, who is a much abler manager than he is usually 
given credit for being, refused to give up and kept Congress 
in Washington through one of its worst summers and into the 
autumn. When he let it go, after nine and and a half months, 
he had contrived, by continuous exercise of patience, inter- 
Spersed at regular intervals by bursts of carefully calculated 
temper, to get a reasonable proportion of what he wanted 
passed into law and, even more important, the bulk of what 
he did not want laid aside. 


& 


The young Democratic Congressmen have, over the 
months, passed from disillusion and something near despair 
0 a realisation that the American form of representative 
government is a confused and confusing business, which 
works slowly and erratically and demands patience to be 
workable at all. But in the end they saw something accom- 
» enough certainly to suggest that, if the second session 


of the Eighty-First Congress is as productive as the first, they 
will be able to face the electorate next November without 
shame. On foreign affairs the record was, as the Secretary of 
State said in a letter to the Chairmen of the two foreign 
committees, “ magnificent,” even if it achieved some of its 
magnificence almost at the last minute, thanks to hurried 
approval of perfunctory compromises reached after months 
of disagreement. Only on Point Four—the programme of 
international technical aid—was no action taken, and the 
blame for this lies more with the Administration, which took 
too long to prepare its proposals, than with Congress. 

In domestic affairs the Eighty-First Congress did not give 
the President as much of what he wanted. And it is on the 
domestic programme that the Democrats must appeal to the 
country next year. Since they won last time with the votes 
of labour and the farmers, it has become conscious policy 
for the Democrats to build their platform around a farmer- 
labour coalition. Whether that coalition, born rather by 
accident in 1948, can be held together and develop into the 
permanent base of the party will depend to a large extent 
on what is done in the next session. 


It has always been believed that, except in moments of 
crisis like the early years of the New Deal, the interests of 
labour and agriculture were so divergent that no programme 
could be genuinely attractive to both. The Brannan farm 
plan was an attempt to produce a policy that was. Its idea 
was simple—that the farmer should, through government 
subsidy, continue to receive an income higher than the law 
of supply and demand would warrant, while the consumer 
would pay only the true market price for farm products. 
The subsidy, in fact, would be paid mainly by the taxpayer, 
rather than, as it is today, by both the housewife and the tax- 
payer. To the surprise of the Secretary of Agriculture, his 
plan has not been popular with the farmers, presumably 
because they are scared at the thought of the real amount of 
subsidy they receive being published for all to see. It seems 
unlikely that this part of the President’s programme will ever 
get past both Houses of Congress, but what got past them 
both in the last hours of the session should certainly ensure 
the farmers continued, even heightened, prosperity. The 
compromise between the Senate’s Anderson Bill and the 
House’s Gore Bill took the most expensive features of each 
and set a support level which, according to the best estimates, 
is 10 per cent higher than any ever known—just at the 
moment when it was generally agreed that a gradual decline 
was necessary from the high level established during the war 
to encourage production. 


**AMERICAN SURVEY ” is drawn trom three 
sources. Articies described as ‘‘From Our American 
Staff’’ are the work oft a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘From a Correspondent in Ohio’’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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Who will be given the credit by the farmers for this piece 
of sectional legislation—which has been called “ dismal,” 
“ rapacious,” “ disgraceful,” and “a sorry sham” in news- 
papers in the big cities—is doubtful. They have obtained 
from a Democratic Congress, but against the wishes of a 
Democratic Administration, guarantees for which they should 
be truly grateful. The Senators who finally agreed to so 
much of the House Bill are believed to look upon it as a 
temporary expedient. But it will be hard for the Democrats, 
who must offer the conservative farmer something very sub- 
stantial if he is not to vote Republican, to urge in an election 
year the removal of some of the benefits he has been in- 
advertently given. 


While the farmer must be wooed away from the enemy, 
labour can be treated rather differently. There is no danger 
of it deserting, but there is danger of apathy—a risk that, 
as in 1946, it will net think it worth while to go to the polls. 
The Administration, therefore, has demanded the repeal of 
the Taft-Hartley Act and is refusing to settle for anything 
short of unconditional surrender. It wants either to be able 
to impress the industrial worker by pointing with pride to 
total success on his behalf, or to frighten him into voting 
by exhibiting total failure and exhorting him to even greater 
effort. So, although some marginal measures which benefit 
labour—the raising of the minimum wage, the extension of 
rent controls and the housing programme—were passed, mere 
amendment of Taft-Hartley was not accepted. Nor was any 
compromise on the Civil Rights programme. The fight for 
all or nothing on the most serious issues will go on next year, 
with little chance of all being achieved, and labour will be 
kept on its toes. 


x 


For the young Congressmen, the worst disappointments 
have been the failures to correct the work of the previous 
Congress. The Taft-Hartley Act is one of these ; so also 
are the unbalanced budget and the existing Act governing 
the admission of Displaced Persons. Mr Truman had to 
give up, early in the session, his attempt to get a new Bill 
passed to increase taxes, but at a recent press conference he 
said he would try again next year. The present deficit, he 
said, was caused by the “rich man’s Tax Bill” of the 
Republican Eightieth Congress, which reduced income tax 
revenues by nearly $5 billion—roughly the amount of this 
year’s prospective deficit—and which gave the greatest 
benefit to the higher incomes. 


Worse still, even if less far-reaching in its effects, was the 
refusal of the Senate—or, rather, of the Chairman of the 
Judiciary Committee, Senator McCarran—to do anything 
about revising the Displaced Persons Bill which, in its careful 
discrimination against Catholics and Jews, was the most 
shameful accomplishment of the Republicans in their two 
years’ rule. The House passed a revised Bill and nothing 
that has been done or left undone has been more discouraging 
to its new Democrats than the machinations by which it was 
shelved in the Senate. 

Some months ago the Republicans, when they had suc- 
ceeded in producing a deadlock in both Houses, triumphantly 
announced that this was the “ Eighty-Worst ” Congress. At 
that time it certainly did not look very good. By now it 
can be said that any Republican who wants to repeat the jibe 
must have suffered a change of heart since his party lost 
power. The failure of this Congress is largely its failure to 
correct the mistakes and cynicisms of its predecessor. If 
that makes it the “Eighty-Worst,” what does it make the 
Eightieth ¢ 
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New York’s Double Election 


[FROM OUR AMERICAN STAFF] 


On November 8th the residents of New York will cast their 
ballots for a mayor for their city and for a United States 
Senator from their state. The coincidence of the two elec- 
tions, caused by the need to choose a successor for Senator 
Wagner, casts vivid light on that confusion in loyalties which 
arises when national and local interests are forced together 
into the narrow slots of the party system. The tangle is 
made more complicated this year by the addition of a third 
dimension—both senatorial aspirants are men whose public 
fame has been heightened by their activities between the 
nations. Thus international affairs are now, with national 
affairs, mired in the mud of municipal bickering. 


The mayoralty race is a three-cornered contest, in which 
the re-election of the Democrat incumbent, Mr. O’Dwyer, 
is challenged on the right by Mr Newbold Morris, running 
as both a Republican and a Liberal, and on the left by Mr 
Vito Marcantonio, a US Congressman, running as candidate 
of the American Labour Party. A three-cornered contest 
has usually resulted in a victory for Tammany Hall, but 
this year the forces which are split are those hitherto con- 
trolled by that local Democratic machine. 


The reform forces which Tammany’s most effective enemy, 
the late Mayor La Guardia, forged into a fragile machine ot 
his own, are supporting Mr Morris, who served as president 
of the City Council and Deputy Mayor under that regime. 
A personable young man of good family, possessed of a 
private fortune and an honest devotion to public service, Mr 
Morris is also an athlete, a patron of the arts, and fond of 
figure-skating on thin ice. All this makes him an unusual 
figure in the grubby arena of New York City politics, but he 
is conducting a campaign in the familiar manner of reform 
candidates—promising better government on the one hand 
and, on the other, berating Tammany for corruption and too 
much friendliness for gamblers and racketeers. The third 
candidate for the mayor’s chair, Mr Marcantonio, represents 
a crowded district in upper Manhattan which is heavily popu- 
lated by the coloured, both native and Caribbean, and by 
foreign groups hudd!ed in Harlem or the slums on its fringe. 
In the old days this type of neighbourhood would have been 
in Tammany’s pocket. Its present leftist tendencies (Mr 
Marcantonio has held the Communist vote for years) are not 
echoed in enough other neighbourhoods to give its favourite 
candidate much chance of election to City Hall, but the 
damage he can do to other candidates is considerable. Mr 
O’Dwyer is making a gallant fight, but he may be the princi- 
pal sufferer. 

* 


All this local jockeying, plentifully sprinkled with heavy 
humour, practical joking and scurrilous name calling, would 
attract little attention outside the city were it not that the 
state-wide senatorial candidates must speak to the same 
voters in the same districts and—in the closing days of the 
campaign—at the same time, for tradition demands that state 
campaigns must end in New York City. This inevitable 
mixing of interests holds more than the usual chance for 
exploitation and embarrassment this year because of the 
action of the Liberal Party—a local left-of-centre coalition 
which has made the Republican Mr Morris its candidate for 
mayor and the Democratic Mr Lehman its candidate for 
Senator. Both names appear twice on the city voung 
machines, and both men run risks from this awkward pairing. 


Left to itself, the senatorial campaign would be relatively 
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simple. The two seats allotted to New York State have in 
recent years been held, one by the Democrats and one by the 
blicans. When the Democratic Senator, Mr Wagner, 
resigned last spring after long illness, Governor Dewey ap- 
pointed his own distinguished Republican adviser on foreign 
affairs, Mr John Foster Dulles, to serve until an election 
could be held. Thus for a short and interesting period, the 
Republican Party has been able to claim the Governor and 
both Senators in this populous state. Their desire to hold 
this prize, as well as Senator Dulles’ eagerness to keep his 
newly acquired seat, gives the senatorial contest its flavour. 
His opponent is Mr Herbert Lehman, Democratic 
Governor of New York State for ten honourable years, and 
Director-General of Unrra for three. Mr Lehman’s prestige 
is established and his party needs him in the Senate more 
than he needs to be there. Mr Dulles, on the other hand, is 
still building his political career. Well known in his pro- 
fession as a member of a firm of international lawyers, his 
public reputation rests on his work for the Federal Council of 
Churches in the field of international amity, and on his more 
recent emergence as State Department adviser and American 
representative in the United Nations Assembly. Active in 
the formation of America’s bi-partisan foreign policy, it may 
be that he wearied of working behind the scenes, or perhaps 
his debates with Mr Vyshinsky convinced him that as an 
advocate he was invincible. In any event, he is, at the age of 
sixty-one, making his first public bid for election to office. 
Mr Dulles thus has more to gain than his opponent and 
also more to lose. He is fighting a three-fold battle for 
personal power in Congress, party power in Congress, and 
personal power within the party. He wants to hold his 
senatorial seat so that he can sway Republican, and Con- 
gressional, action on foreign policy during the coming years ; 
he would like to give the Republican party an ideological 
content attractive to the independent voter; he wants to 
take control of Republican affairs into his own hands rather 
than cede it to a colleague with different ideas—Senator Taft, 
of Ohio, for instance. 
* 


Unfortunately most of these not unworthy aims lie un- 
explained behind a fagade as hollow as a Hallowe’en pumpkin. 
In acting as his own advocate, Mr Dulles has been emphatic 
but unilluminating, and he has made blunders which have 
cost him heavily. In the main, his campaign has followed 
lines marked out by other Republicans. He has thumped the 
anti-Communist tub in forty-four counties, and done his best 
to convince audiences that Communism and the welfare state 
are indistinguishable. He has praised “ states’ rights” as 
the saving alternative to a dangerously powerful federal 
government, and he has condemned “ statism ” (a new word 
on the American side of the Atlantic) as the looming evil 
most to be feared. But to most Americans a state is a state, 
and the United States is a country which has forty-eight of 
them. How then, they ask, can Mr Dulles call states’ rights 
good, and statism evil ? A Gallup survey recently estimated 
that 10 per cent of the voters think the new word means 
state control, 11 per cent of them think it synonymous with 
States’ rights, and 68 per cent have not the remotest idea 
what it means. The confusion is, of course, worse con- 
founded by the fact that states’ rights were never a 
Republican slogan, and now belong to recalcitrant Southern 

rats. The emphasis on them in this campaign may 
be a commentary on the North-South coalition in Congress, 
as well as on the barrenness of Republican political thought. 

As the Washington Post observed recently, the public had 
aright to expect that two gentlemen as distinguished as 


1007 

Mr Dulles and Mr Lehman would conduct a senatorial 
campaign of high quality. It has, in fact, been chiefly 
remarkable for the bitterness of the dust thrown up and the 
skill with which both candidates have avoided coming to 
grips with each other. Governor Lehman is old and tired. 
He has stood “ on his record,” but he has added little to it. 
Senator Dulles has disclosed with obvious relish the clay 
feet of his ambition—he will be far more vulnerable, in 
Congress or out, than if he had stayed on the high planes 
where he functioned with such skill. Whichever man wins, 
the public is already the loser. 


American Notes 


Admiral at the Yard-arm 


When President Truman hung Admiral Denfeld from 
the yard-arm of military unification, Congress as well as the 
Navy gained a martyr. The Admiral’s curt “ transferral” 
from the post of Chief of Naval Operations, which made him 
the naval member of the Joint Chiefs of Staff, was an asser- 
tion of that civilian control over the armed forces which is a 
basic American principle. But it was certainly intentional 
that the order was not given until Congress had adjourned, 
although it may perhaps have been chance that it was issued 
on what used, before the Services were “ unified,” to be 
Navy Day. Admiral Denfeld may only, as the Administra- 
tion insists, have paid the overdue penalty for the Navy’s 
defiance of the spirit of the Unification Act, but in Con- 
gressional eyes he was punished for his outspoken criticism 
of the Administration before the House Armed Services 
Committee. Not only does Congress jealously guard the 
privileged status of evidence given to its Committees, but 
the Secretary of Defence had specifically guaranteed that 
there would be no reprisals on this occasion. Furthermore, 
under the Unification Act, the Joint Chiefs of Staff are 
required to present their views directly to Congress. 


The President’s loyalty to his friends makes it unlikely 
that the Secretary of the Navy will be strung up beside the 
Admiral in order to appease Congress and Mr Truman has 
further fanned Congressional resentment, by spurning its gift 
of $615 million for the ten extra Air Force groups which 
neither he nor the Defence Department want. But the Air 
Force still gets the largest share of the $15.5 billion which 
was finally appropriated for defence, and is expected to do 
the same next year. It will not have to fold any of its existing 
wings, while the Navy will be forced by the need for economy 
to furl its sails to the extent of 54,000 men and 73 ships, 
half of them combat vessels, including aircraft carriers and 
cruisers. The Army is also reducing its strength by 26,000 
men, to 630,000, chiefly by releasing its conscripts at the 
end of a year instead of 21 months. The postwar draft 
law, which expires next June, was only in actual use for a 
few months at the end of 1948 ; all the 30,000 men inducted 
under it will now be out by February, with the exception of 
one who avoided conscription until June. 


Admiral Denfeld’s successor, Admiral Sherman, an expert 
in naval aviation, will come from the peaceful Mediterranean 
into a Washington still arguing over the question which 
drove the Navy to open a the division of next year’s 
defence funds. Last year Forrestal backed up the 
attempts of the Chiefs of Staff to raise the roof of $14.5 
billion ; this year the new Secretary of Defence, Mr Johnson, 
not only agrees that $13 billion is all the nation can afford to 
spend on defence in the 1951 fiscal year, but is insisting that 
the Services should begin to economise at once so that they 
should not feel the pinch so severely next July. There are 
many in Washington who are far from being warmongers, 
but who feel that this emphasis on economy at all costs is 
unrealistic when the Russians have the atomic bomb three 
years ahead of time. 
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Hope in Steel 


It was pleasant, and probably not altogether a coinci- 
dence, for Mr Murray to be able to announce to a stormy 
convention of the Congress of Industrial Organisations that 
his steelworkers had won a settlement from the Bethlehem 
Steel Corporation, the second largest producer. This partial 
victory strengthened Mr Murray’s hand, raised against the 
rebellious left-wing unions of the CIO who have been accus- 
ing him of softness in the steel negotiations. There is nothing 
soft about his treatment of these fellow-travellers, who refuse 
to submit to the rule of the anti~Communist majority in the 
CIO. The United Electrical Workers have been expelled, 
and the convention is expected to show the door to the other 
unions which toe the party line. 


The issue over which the steelworkers and the steel 
industry have been deadlocked is whether pensions should 
be financed entirely by the employer, or whether the worker 
should make some contribution to his own old-age security. 
The Bethlehem agreement provides for worker contribu- 
tions toward a welfare scheme, comprising death benefits, 
hospital care, and sickness pay, but the increased pensions 
will be financed entirely by the company. The minimum 
will be $100 a month for employees with 25 years’ service, 
at the age of 65, but the company will pay only the difference 
between this sum and the federal old-age benefits to which 
each worker’s family is entitled. 


The Bethlehem Corporation’s case differs from that of 
the other steel companies in that it has wholly financed a 
modest pension scheme for its workers for 25 years. But 
with the employers’ dyke thus breached, it is hard to believe 
that the objections of the US Steel Corporation will not be 
swept away. It has already asked for negotiations to be 
resumed, as have other leading producers. 


A steel settlement, however, will not mean that the blood 
can circulate freely through a cramped economy ; the coal 
strike is still on, and Mr Lewis even threatens to extend it. 
The steel companies’ stocks of coal are unknown, but may 
be enough to last a month. But a voluntary settlement which 
ended the stee! strike to the satisfaction of the Administra- 
tion’s friend and supporter, Mr Murray, would clear the 
way for Mr Truman to deal, much more enthusiastically 
and bluntly, with a coal strike called by an old political 
enemy against whom he has not been unwilling to invoke the 
Taft-Hartley Act in the past. Perhaps for this reason Mr 
Lewis has now offered to negotiate settlements State by State, 
beginning with Indiana, where the economic repercussions 
of the coal strike have been particularly severe. 


* * * 


Buying in Order to Sell 


The report is now available of the American mission 
which, early last summer, studied European trade problems, 
under the auspices of the Economic Co-operation Administra- 
tion and the Department of Commerce. In its opinion the 
best prospects for increased exports to America were for 
raw materials, services, such as travel, and the output of 
specialised skills—tools, handicrafts, “ artisan ” products. The 
need for Europe to reduce its costs of production and to deal 
with its “ oppressive ” controls on trade was stressed, as was 
the desirability of improved marketing and distribution and 
of more aggressive selling practices. The latter should be 
facilitated by the trade fairs which are being arranged next 
year in the United States for the first time, with the 
"The. ” phasis, like ECA hen talking 

¢ report’s emphasi ’s Ww ing to 
Americans, and like Mr Acheson’s when speaking in New 
York this week, is on the increased purchases which they must 
make abroad if they wish the dollar gap to be filled. The 
only alternatives are the subsidies which the American tax- 
payer has been pouring into the gap for the last 35 years, or a 
substantial reduction in exports which would seriously 
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damage both American industries and international relations. 
Expanded private ievestments would to bridge the gap 
but an increased expenditure of some $2 billion a year on 
goods and services from Europe is the main necessity. The 
mission pointed out that this would in fact have been 
achieved in 1948, if the ratio between imports from Marshall 
plan countries and the US gross national product had been 
the same as in 1937 ; then such imports were valued at 2 per 
cent, last year at only 1.2 per cent, of the gross national 
product. 


US ForeiGN TRADE RELATED TO Gross National Propuct 
($Million) 
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The mission gives welcome recognition to.the fact that, in 
spite of the very substantial reductions which have been 
made in the average US tariff rate, individual rates are stil] 
prohibitive on many things which Europe could otherwise 
expect to sell in the United States. It lists 260 articles on 
which the duty is 25 per cent or more—mostly more. More 
important, the report joins, and gives official weight to, the 
chorus of American voices which has recently been blaming 
the customs administration for the low level of American 
imports. 

The customs regulations have been built up over many 
decades for the purpose of keeping imports out, but already 
they are becoming easier to get over as the result of the 
promises made at the Washington talks last September. 
Some customs officials now seem ready to we!come imports 
and to build ladders over the barriers by simplifying the 
procedures. But only Congress can pull down the barriers, 
by changing the laws which, for example, require that duty 
must be assessed on “foreign” value, or that a rug with a 
fringe must be classified as lace and be dutiable at a much 
higher rate than if it had no fringe. In the opinion of the 
mission, imports can be increased to the necessary extent 
with little or no effect on America’s industrial economy as a 
whole. But individual businessmen, and through them their 
representatives in Congress, cannot fail to be affected, and 
their complaints will be heard when Congress is asked, 
probably in January, to make the necessary amendments to 
the Tariff Act. 


* * x 


Printers Under Pressure 


The International Typographers Union, a long-estab- 
lished and respected trade union, with few strikes in its 
history, has just been defeated in its two-year battle against 
the Taft-Hartley Act, which bans the closed shop traditional 
in the printing industry. The National Labour Relations 
Board has ordered the ITU to abandon its attempts to fc 
round the ban by entering into short-term contracts, so th 
a strike can be called if a non-union man is hired. In practice 
the union had ae found a new strategy: its recent con- 
tracts require tests for job applicants which are likely to 
disqualify non-union men. Such provisions were contained 
in the September settlement of the long-drawn-out strike 
against Chicago newspapers ; the printers also gained ap 
increase of $10 in weekly pay, two-thirds of the amount 

demanded. 


they had 

While the legal defeat is therefore not very serious for the 
union which has also won a local success in its Chicago battle, 
that battle was in fact a major victory for newspaper 
lishers all over the country. For nearly two years Chicago 
newspapers were without compositors, yet they never failed 
to appear. Neither circulation nor revenue suffered notice 
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ably, although the pages looked odd, contained fewer words 
and were less up-to-the-minute than usual. The publishers 
owed their triumph to the varitype machine, a justifying 
typewriter that can be operated by any good typist and that 
spaces the margins evenly on both sides of the column. 
These columns were then photo-engraved on metal sheets 
which were put on to the press as cylinders. 

This comparatively clumsy process, while much improved 
during the strike, takes longer than the usual linotype or 
monotype process, but in Boston the Graphic Arts Research 
Foundation has unveiled a new electronic machine which 
sets type and photographs it in one process. Like the vari- 
typer it automatically spaces the words and, if all that is 
claimed is true, it can set type three times faster than the 
present average for linotype ; this may be bettered later on 
with the help of tape. This experimental machine sets type 
vertically and it can perhaps be given a range of over three 
million characters, while its photographic image is sharper 
than anything produced by linotype machines. 

But these in their turn are being improved and there are 
so many other inventions rumbling beneath the surface of the 
printing world that it hardly seems exaggerated to talk of a 
revolution. The aristocrats whose heads are in danger are 
the compositors, the lithographers and so on, whose skills are 
being superseded. The Chicago publishers agreed in Sep- 
tember not to use varitypers in future unless the men struck, 
but more constructive was their promise to give six months’ 
notice before introducing the new teletypesetters, so that the 
printers could learn to use them. The ITU will be well 
advised if it comes to similar terms with more of the revolu- 
tionary trends, which are. likely in the long run to bring 
new demands for printing by lowering its cost and increasing 
its speed. 


*® ® * 


Houses for the Middle Class 


The housing boom, which, after three years, showed 
some signs of sagging last spring, has taken on a new lease 
of life, partly because prices have come down a little and 
buyers are sceptical of a further fall, and partly because 
builders are paying more attention to the middle-class market. 
A total of 950,000 dwellings is now expected to be started 
this year, at last breaking the record set up in 1925. Indeed, 
all construction activity remains high ; industrial building 
is tapering off, but long-deferred public construction has 
more than filled the gap, and a new crop of modest office 
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sky-scrapers is appearing on the New York skyline, which has 
deen unchanged since the erection of towering white 
elephants in the nineteen-twenties and thirties. 


This year’s bumper housing harvest owes nothing to the 
new Housing Act ; local authorities are only now drawing 
up plans for the low-cost developments to be subsidised by 
the Federal Government. It owes a great deal, however, to 
the refusal of Congress to turn off the golden stream of 

eral credit, in the form of insurance of private mortgages. 
been extended, on a temporary basis, until h, 
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This stop-gap measure takes the place of an ambitious Bill 
designed to round out the housing programme by stimulating 
housing for the forgotten middle-class families in the 
$2,000 to $4,000 a year income group, who cannot afford 
new privately built houses, but who are forbidden to live 
in the low-rent estates. Besides making it even easier for 
prospective home-owners and builders to obtain government 
insurance, the Bill would have provided, for the first time, 
direct loans to veterans, educational institutions, and co- 
operatives, It was this last proposal that capsized the Bill, 
for this session at least. Building co-operatives are relatively 
unknown in the United States and suspect as blood-brothers 
to Socialism, 


One building venture which, despite direct government 
loans, has not been floated off the rocks, is the Lustron Cor- 
poration, builders of porcelain-enamelled prefabricated steel 
houses. Started on a $1,000 shoestring, the Lustron Cor- 
poration has secured $37.5 million from the Reconstruction 
Finance Corporation but, because of lagging production, it 
is still turning out its $10,000 pastel-coloured creations at 
a loss. Another problem is that some building codes, written 
30 years ago, do not permit steel houses ; still another is that 
the down-payment is high. Government insurers balk at 
crediting the costs of radiant heating and combination 
clothes-dishwashers, and distributors find their capital in- 
adequate. 


Congress, exasperated by Lustron’s frequent reappear- 
ances, hat in hand, alarmed by equally frequent resignations 
of its executives, and perturbed by stories that RFC officials 
sometimes find comfortable berths with firms which have 
received loans, flatly refused any more money to finance the 
distribution of prefabs. The RFC, which has put most of 
its eggs in one prefabricated basket, probably cannot afford 
to drop it now, but it is likely to require drastic changes 
in management. 


Shorter Notes 


The strike of longshoremen which blockaded Hawaii for 
over five months has at last been settled. The men have 
gained, not the 32 cents an hour increase in wages for which 
they were fighting, but only the 14 cents which they rejected 
three months ago, and a further rise of 7 cents an hour next 
March. However, their new contract will expire in June, 
1951, at the same time as that of their fellow unionists in 
California. This will put longshoremen on both sides of 
the Pacific in a stronger bargaining position ; on the other 
hand, if a strike does occur, it will be difficult for the Presi- 
dent to refuse to deal with it as a national emergency, which 
he would not recognise in the case of the Hawaiian strike. 


* 


“ Funnies,” as American children call their “ comics,” are 
now to carry a message. The National Social Welfare 
Assembly is turning their mass circulation to socially con- 
structive ends. Thirty-two magazines, with a circulation of 
over 10 million, recently printed a comic strip pointing out 
to children that a prolonged school career would be a profit- 
able investment in the end, however unattractive it might 


seem at the moment. 
* 


President Truman has vetoed the $88 million authorisation 
Bill for the rehabilitation of the Navajo and Hopi Indian 
tribes, on the ground that Indian water and property ri 
might be imperilled by the amendment extending state 
to reservation Indians, now subject only to and 
tribal law. te <r ae promised, however, that os 
year he would request Congress to appropriate funds for 
the objectives outlined in the vetoed measure—road and trai! 
building, education, resettlement, soil conservation, irriga- 
tion, and medical care. 
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THE WORLD OVERSEAS 





The French Economic Outlook 
(From A Special Correspondent) 


N R ATTLEE’S cuts, disappointing though they may 

be in Britain, look Herculean across the Channel. In 
the French National Assembly last week, where M. Bidault 
had just been elected Premier, Mr Reynaud called attention 
to the British cut of £280 million and, contrasting it with what 
France has failed to do, exclaimed: ‘“‘ What a difference ! ” 
This tribute to British Socialism is the more remarkable in 
that it came from a man whose reputation in France for finan- 
cial Toryism is beyond dispute. In drawing the parallel, 
however, M. Reynaud was merely reflecting what must now 
be of great concern to all responsible French leaders. For 
once again it is touch and go whether a French government 
can maintain confidence in the franc and thus whether France 
can make a positive contribution to any fresh assault on 
the problem of European recovery. 


Six months ago the French national budget appeared at 
last to be in balance, agricultural prices were on their way 
down as a result of a good harvest, and industrial prices 
were beginning to follow suit. When to these events was 
added the effect of a firmer-than-usual credit policy and a 
successful reconstruction loan, it seemed as if the French 
economy had finally swung against the tide of inflation. 
French officials had even begun to speak with alarm of the 
perils of the contrary force—defiation—and the most acute 
observers were unable to diagnose the financial climate 
beyond saying that “ whatever it is, it is not inflation.” 

Yet even before the franc was devalued six weeks ago 
in the wake of the pound, French inflation was on the 
move again. Whatever damage the steep and unilateral 
devaluation of the pound may have wrought on the Conti- 
nent, it was not the root, as French politicians often allege, 
either of the recent government crisis or of recent French 
economic troubles. The effect of devaluation may well be 
to intensify French difficulties, but the trend which led the 
Socialists to demand a fresh wage increase was already plain 
to see. 


Impetus to Inflation 


The new impetus to inflation comes from three main 
sources. The first is one over which the Government has 
no control—the drought. This has brought a sharp rise 
in the price of agricultural products ; vegetables, for instance, 
have become as much as 50 per cent more expensive. Pork 
has grown scarce and more expensive because of lack of 
potatoes: The drought also reduced hydro-electric power, 
and while this did not lead to direct unemployment, it 
created irritating and unsettling patches of under-employ- 
ment. 

The second stimulus to inflation came when the pre- 
cariously-balanced 1949 budget went awry. It became 
obvious during the year that receipts did not cover expendi- 
ture, and, to bridge the gap, the French Government dipped 
a little deeper into the Aid “counterpart fund.” 
More important, it again took to expanding the note 
circulation. 

A third spur to inflation, as no more than incipi 
is ‘the ti i yet pient, 


and working people generally are believed to be more con- 
tented than a year ago. However, it is a demonstrable fact 
that the fruits of the economic gains which France made 
in the spring were not equitably divided between the profit 
makers and the wage earners. The consequent sense of 
injustice has probably made the working population more 
sensitive than it might otherwise have been to the effect 
of the drought on prices and employment. This under- 
current of dissatisfaction was not strong enough perhaps at 
the time to justify M. Daniel Mayer’s demands on the 
Queuille Government for a wage bonus ; but neither was it, 
as some have suggested, a mere figment of his imagination. 
The discontent was and is real. Unless it is met fairly, it 
may force its way into the open and lead to a renewal of 
class strife. 


Pressure for Bonuses 


M. Bidault may have had this background in mind when 
in reply to M. Reynaud’s taunt of British achievement he 
claimed to be basing his economic policy on “a minimum 
of austerity and a maximum of justice.” The crucial question 
is by what means M. Bidault and his finance minister, M. 
Petsche, propose to effect the necessary redistribution of the 
national income. Raising wages will not automatically lower 
profits and it might even do the reverse by touching off a 
price spiral, It is hard to see how the present government 
can avoid granting the “ once for all” wage bonus to lower 
paid workers and the pressure for a permanent bonus or for 
a return to free universal collective bargaining may also 
become irresistible. If this materialises before economies are 
made elsewhere and before a general overhaul of national 
finances has taken place, inflation may get out of hand. 

There is nothing very original in the remedies which 
are now being put forward from many sides. Most of 
them have been commonplaces of French financial debates for 
the past thirty years. three main pillars of reform are 
the reorganisation of tax assessment and collection, the 
imposition of stricter controls on bank credit, and the cutti 
of government expenditure. The difficulties in the way 
substantial reductions in expenditure are particularly lar 
at the moment. There are three rapacious claiman 
nationalised industries which need funds both for investment 
and current deficits, the housing p and the Indo- 
China fighting. Per the best that can be expected from 
“3 ae government is to hold expenditure at last year’s 
eve 

What steps the Government intends to take in these 
matters must emerge very soon, since the budget for 1950 
has to be presented to the Assembly within the next few 
yt. ‘ was believed that M. Petsche, the pager ee 
in M. Queuille’s cabinet, was preparing a very s udget. 
As a foretaste the inane ald a week before its 
demise had passed by decree another tax on profits. Now 
M. Petsche is back at the finance ministry, but no one knows 
how soon his work may again be inpentepee freer much 
valuable time has been wasted. It is obvious that devalue 
tion will aggravate the ailments that were calling for treat 
ment when devaluation was merely a rumour. Its full 
‘impact on the domestic economy has not yet been felt, but 
the time in which to prepare for it is short. 
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Failure now to hold the line would be all the more dis- 
appointing since it had seemed earlier in the year that 
France was getting on its fect—and it would be a pity if 
-qll the effort that went into bringing France to that point 
should now turn out to have been fruitless. If inflation 
can be staved off for another few months that struggle 
will not have been in vain. The pipelines have been 
re-stocked so that ephemeral difficulties need not lead to 
industrial crises. Indeed, some of the reserves are so sub- 
stantial that they are likely to be released by speculators 
if it becomes clear that the battle against inflation has been 
won, Again, given a little more time, the reduction of 
French import quotas contemplated in the next few months 
would help to keep down French prices by making markets 
more competitive. 


Hopes in Jeopardy 


All these domestic hopes are now jeopardised, and there 
is even more at stake. For a France once more struggling 
unsuccessfully with inflation would be .egarded by its 
neighbours as an unwelcome partner in any plans for closer 
European co-ordination. The idea of a monetary union 
between nations becomes nonsense if one of the participants 
is sliding hopelessly down the inflationary slope. The lower- 
ing of trade barriers becomes equally pointless if the French 
economy is split into two sections, one trying desperately 
to spend all its money, the other hoarding all the goods it 
can lay hold of. In short, Mr Hoffman’s latest proposals for 
closer association can lead nowhere unless French stability 
is assured. 


The picture is not entirely gloomy. French industrial 
production has held up well. By the beginning of this year 
the index for industrial output was 25 per cent above the 
1938 level. During the summer it reached a plateau, but with 
the end of the holiday season it is expected to start rising 
again, and next year’s figures may be six to seven per cent 
higher than those for 1949. Apart from this more or less 
normal trend, the French real national income can soon 
expect to benefit from two appreciable dividends. Some 
of the large postwar investments in the colonies should 
begin to mature and the first phases of M. Jean Monnet’s 
plan for domestic reconstruction and expansion will have 
started to add to the output of goods—and at lower prices. 


These increases will be frittered away unless France is 
now assured of a period of political calm under a govern- 
ment ready and able to produce a balanced budget and to 
accompany it with credit restrictions. Only if such a govern- 
ment stays in the saddle will it be possible for France to 
join with its neighbours in relaxing import restrictions. 
Until internal stability is a certainty, the Government can 
teasonably claim that reduction of these barriers would 
worsen France’s debtor position in international trade. It 
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is this which explains in part the paradox of a French 
government welcoming the removal of trade restrictions in 
principle and at the same time making only the most 
niggardly gestures toward such a goal in practice. 


Anti-Semitism in the 
Soviet Union 


[FROM A CORRESPONDENT] 


LasT spring there occurred in the Soviet Union one of those 
purges which periodically overtake one or other branch 
of the intelligentsia. This time it was the turn of the literary 
critics. The paper Literary Gazette, famous alike for its 
strident abuse of foreign statesmen and for its incessant 
denunciations of heresies among all kinds of Soviet bodies 
(including, more than once, its own editorial board), pub- 
lished some scathing articles, and an account of a congress 
of literary critics at which the party’s spokesmen exposed 
the heretics in long speeches of the standard type and stigma- 
tised their errors. However, on this occasion the stylised 
procedure of an ideological purge showed some peculiar 
features. Almost all the heretics exposed either bore Jewish 
surnames or had a Jewish surname printed in brackets after 
a Russian surname, a thing which was unprecedented in 
the Soviet press. Significant, too, was the heresy with which 
these Jewish critics were charged. Its name was “ cosmo- 
politanism,” and this was said to mean an absence of true 
Soviet patriotism and of proper respect for Soviet culture, 
allied to an undue attachment to the rotten culture of the 
non-Soviet world. The adjective applied to this “ cosmo- 
politanism,” and subsequently to the “ cosmopolitans” 
themselves, was the word , an abusive term 
meaning “ without race,” “ without home.” 


In accordance with the usual pattern of events the 
“ cosmopolitan” campaign of the central press was speedily 
taken up throughout the Soviet Union. In all the republics 
newspapers began to publish reports of congresses of literary 
critics, at which spokesmen exposed the same error and at 
which the participants unanimously joined in exorcising the 
heretics and in calling for an eradication of their error from 
Soviet literature. In all of these congresses it was once again 
the Jewish critics who were assailed ; and over and again 
one met the suggestive word bezrodny. Finally the ques- 
tion was taken up by the illustrated comic weekly 
Crocodile, and two cartoons left no doubt that the new 
campaign had an anti-Jewish trend. 

In due course the campaign ended, but not before some 
able critics and their works had been banished from the 
Soviet literary scene. (The question of whether there was 
any other kind of banishment involved cannot, of course, be 
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answered ; but the heretics were so strongly denounced as 
“agents of Anglo-American imperialism,” as to make it at 
least problematic whether or not they would continue to 
remain in normal society.) The Soviet papers have now 
ceased to be full every day of “ cosmopolitanism,” and there 
are only occasional echoes of the campaign. 


The Lure of Israel 


The explanation of this campaign is to be sought firstly 
in international politics. The very time of the incident, 
apart from anything else, suggests that it was provoked by 
the repercussions occasioned by the formation of the state of 
Israel. The new state at last offered to the Jews a spiritual 
and an earthly home, and it would be natural to expect 
that Soviet Jews, certainly no less than any other Jews, might 
look upon Israel as their real fatherland. No such dual 
loyalty would, of course, be desirable in the Soviet Union. 
It was doubtless with the aim of guarding against it in 
advance that Pravda of September 21, 1948, published 
an article by the well-known Soviet journalist Ilya 
Ehrenburg, himself a Jew, which maintained that the 
realisation of the hopes of Jews, as of other peoples, depended 
not on residence in this or that state, but rather on the 
attainment of such just social conditions as were to be found 
in the Soviet Union. However, such articles were not likely 
to eliminate the natural longing of a people for its owa home ; 
and however just the social conditions in the Soviet Union, 
it remained a fact—and a fact well known to the Soviet 
Government—that millions of people had fied the country at 
all costs rather than continue to enjoy them. Was not the 
setting up of a new home specially for the Jews liable to 
make Soviet Jews a class particularly prone to become dis- 
satisfied with what it had? Once the state of Israel had 
been set up the Soviet Government had even more cause to 
be suspicious of the Jews. For, although the new state had 
been accorded early recognition by the Soviet Union, it 
failed, both at home and at Uno, to repay this support by that 
complete and unconditional allegiance which the Soviet 
Union is accustomed to receive from its protégés. Israel 
proved no satellite and maintained all kinds of cultural and 
political links with the west. Plainly the political orientation 
of Israel was not all that the Soviet Government could wish, 
and the activities and influence of Jews in the Soviet Union 
would need to be carefully watched. 

It is probable, none the less, that these political considera- 
tions, though important, were not so important as ideological 
considerations in evoking the campaign against the “ cosmo- 
politans.” 

Two kinds of Patriotism 


For some years now Soviet propaganda has been assidu- 
ously fostering the concept of “Soviet patriotism.” The 
source of this is supposed to be a recognition that the Soviet 
motherland is the home of every possible good and happiness. 
It is a very exclusive sort of recognition, and it has been 
increasingly allied to a hostile attitude to the extraneous world 
and its culture. From this recognition is meant to spring a 
patriotism surpassing all other patriotisms that exist, or have 
existed, in less enlightened countries and epochs, In. this 
Soviet patriotism there has been incorporated, - supposedly, 
Russian patriotism ; but it is a little hard to say, particularly 
on the evidence of wartime propaganda, which patriotism 
is in fact incorporated in the other. In any case the Russian 
share in Soviet patriotism has been receiving steadily greater 
attention. It was the Russian people, according to today’s 
Soviet propaganda, which made the glorious Soviet. revolu- 
tion ; it is the Russian people which is the greatest member 
ef the Soviet family, and which has raised up the other 
peoples ; it is the glorious past achievements of Russia which 
ate being exalted in the newly-written histories ; and it is 
Russians who are found, so late in the day, to have invented 
railways, penicillin, and scores of other things. 

There were several reasons why the concept of Soviet 
patriotism, more especially in its latest Russianised form, 
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should prove particularly unpalatable to the Jews. In the 
first place the Jews have always occupied an important place 
in the Russian intelligentsia ; Jews played no smaij part in 
the making of the Bolshevik revolution; and until the 
“ cosmopolitan ” campaign Jews held leading positions in the 
world of art and science in the Soviet Union. Despite all this 
the Jews found no recognit on of themselves in a patriotism 
which was developing more and more into Russian 
nationalism. Secondly, the exclusiveness of Soviet patriotism 
would repel the Jews. They are not the people to be con- 
tented with the Soviet Union and Soviet culture to the 
exclusion of all else, because their religion and history as a 
nation belong to another area and another age and because 
they, more than other peoples, have international connections, 
Thirdly, Jewish literary figures, by the very fact of being 
Jews and literary figures, were the more able to appreciate 
the absurd lengths to which the exalting of Russia was liable 
to go (a recent choice example has been the discovery that the 
hero of the Trojan war, Achilles, was in fact a Russian) and 
were the less likely to write such material. The Jews, in fact, 
have their own strong Jewish culture and national feeling: and 
this did not accord with “ Soviet patriotism.” Soviet peoples 
other than the Jews would not have so strong a cause for 
disliking Soviet patriotism. The Russians themselves did, 
at any rate, have their homeland in the Soviet Union, and 
were daily being told the most flattering things about their 
unsurpassed talents ; and Asiatic peoples of Soviet Asia had 
comparatively little autochthonous culture, and still less any 
international connections. : 

Thus, both political and ideological considerations were 
present to occasion dissatisfaction with the Jews. The 
struggle against them was waged in an ideological manner 
and the influence of the Jewish intelligentsia on the world 
of thought and letters was effectually suppressed. But it did 
not amount to racial persecution of the Jews. The Jews were 
not held up as an inferior non-Slav race: there was no 
question of segregating or expelling Jews. Nevertheless, 
whether wittingly or otherwise, the authorities, by choosing 
Jews as a butt, were reviving the age-long Russian tradition 
of anti-Semitism, the spirit that produced in Russia the 
pogrom (a Russian word) and the Pale of Settlement. If the 
campaign, in its inspiration from above, was intended rather 
as a suppression of deviationists, or potential deviationists, 
from Soviet orthodoxy, it was none the less a campaign 
which was dangerously likely to be understood below as more 
down-to-earth. 


Old Friends of New China 


[FROM OUR OWN CORRESPONDENT] 


THE inauguration of the new Chinese Communist central 
ernment on October 1st was followed almost immediately 

y formal Soviet diplomatic recognition. Since then Com- 
munist newspapers and broadcasts have been characterised 
by the most adulatory references to Soviet Russia, and for 
the first time there has been official confirmation from the 
Chinese side of what has long been known by hearsay from 
north China—that the Chinese are receiving aid from 2 
considerable, and apparently increasing, number of Russian 
technical experts. On October 7th the Sino-Soviet Friendship 
Association was addressed by Liu Shao-chi, one of the sx 
vice-chairmen in the new government and probably the next 
ranking Communist after Mao Tse-tung; he revealed that 
Stalin had sent 200 specialists, at the request of the Chinese 
Communists, to help in industries in huria and other 
parts of China. (There was something slightly self-conscious 
about the way in which he went on to stress that these 200 
specialists lived on the same scales of pay as Chinese tech- 
nicians, and did not receive the vast salaries which 


have been demanded by British or American advisers.) ‘ 


The rapid restoration of China’s railways—one of 
most remarkable achievements of the new regime—has beet 





SSaStSSaeoneeerTeeacze 


Tse s S wos. 


zs 


,Tq3S FPRS2 








late 


were 


ther 
Sts, 
aign 
nore 


na 


BL eer kses 


Ge cbs Erk Eb eS 


THE ECONOMIST, November 5, 1949 


giiributed by the Communists themselves in part to the help 
which they had received from Russian advisers. The Russian 

al and educational mission, consisting of forty-one 
members headed by Alexander Fadeyev, which attended the 
inaugural celebrations in Peking on October 1st, has since 
been touring the larger cities and has been everywhere 
accorded an elaborate welcome. References have also been 
made during the past two weeks by the Communist New 
China news agency to the presence of Russian town-planning 

s in Peking, to a Russian plague prevention team in 
Manchuria, to the official adoption of the Russian system of 
railway maintenance for the whole of Manchuria, to the 
official! encouragement of the Russian language in universities, 
to the presence of large numbers of Russian technicians in 
factories at Dairen, and so forth. 


Recent travellers from north China, although unable to 
give exact details, report large staffs of Russian officials at 
the Embassy in Peking and the consulate-general in Tientsin. 
Reperts continue to filter south of the presence of large 
numbers of military advisers helping to train the Communist 
armed forces. Nothing is more probable; if the Russians 
have been invited to advise in the industrial sphere, it is 
fairly certain that the military sphere, in its more technical 
branches, is accorded an even higher priority. 


A plausible explanation for this sudden recent intensifica- 
tion of pro-Soviet sentiment and the now overt references to 
the assistance being given by Russians is that, if these had 
occurred before recognition, they would have placed both the 
Russians and the Chinese Communists in a compromising 
and embarrassing position, especially at the United Nations. 
The Sino-Soviet Friendship Association, which already has 
branches in ail the main cities and which is evidently going 
to be the main instrument for promoting close relations with 
the USSR, was only officially inaugurated after the central 
government had been established ; yet its preparatory com- 
mittee, io the accompaniment of much publicity, began work 
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several months ago. The recent intensification of -pro- 
Russian prepaganda represents, therefere; a sort of sudden 
release. 


Tactful Handling 


The cynical foreign observer, remembering the previous 
experiences of Russian advisers to the Chimese at Canton in 
the “twenties, remembering, too, how the popularity of a 
foreigner in China varies in inverse ratio to the power of 
his country and its degree of involvement in China (as the 
British found before the last war and the Americans after 
it), cannot help wondering what the Chinese will be thinking 
of the Russians in two, or five, or ten years’ time. The 
Russians, of course, have learned a lot, and perhaps will 
take care not to overplay their hand. 


In order to understand the present state of Sino-Soviet 
relations it is important to understand that it is not the 
hostile, expansionist manifestations of Moscow’s policy, such 
as preoccupy the west, which strike the Chinese Communists. 
For them the Soviet Union has been something more than 
the fount of their faith: during their long struggle, from 
nothing to undisputed rule over the most populous single 
country in the world, it was the only country which never 
embarrassed them in their struggle and which gave them 
unwavering moral support, and periodical material support 
as well. In dealing with many problems, which for the 
Russian revolutionary leaders were completely new and to 
which they had gropingly to find the answers, the Chinese 
Communist leaders hope to draw on Russian experience and 
thereby greatly accelerate the creation of a Communist 
society. This hope is a great source of strength to them 


Finally, these Chinese Communist leaders do genuinely 
feel that they are members of a world-wide international 
movement, and that the cause of world peace, and the spread 
of the Communist system, can best be achieved by demon- 
strating the absolute solidarity and identity of Communist 
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China with the Soviet Union and the other countries of the 
Soviet bloc. These factors have to be understood and appre- 
ciated. Otherwise current Chinese Communist references 
to the Russians will merely appear, as they do to the veteran 
British “ China hand,” incomprehensibly “ un-Chinese.” 


Purges in Bulgaria 


[FROM A CORRESPONDENT] 


THE purges in the leadership of the Bulgarian Communist 
Party are assuming enormous and surprising proportions. 
They amount, indeed, to a total and violent change of the 
leadership of the party and the state machine. The axe has 
so far struck down the following: 

The acting Prime Minister and Secretary-General of the 
party (Kostov); the Finance Minister (Stefanov); the 
Minister of Industry (Kunin), who was also Minister of 
Finance for two months after the arrest of Stefanov ; the 
Governor of the National Bank (Tsonchev); the Minister 
of Public Works (Sekalarov); the Minister of Transport 
(Tonchev); the deputy Foreign Minister and Director of 
the Communist Propaganda Services (Topencharov); the 
Foreign Under-Secretary (Andreychin); the Chief of the 
General Staff (General Kinov); the Chief of the Army 
Political Department (General Balgaranov) ; the chairman of 
the Control Commission of the Communist Central Com- 
mittee (Pavlov). 

Apart from these prominent figures, nearly a dozen other 
ministers, under-secretaries and generals the whole railway 
directorate and a great number of provincial party secretaries, 
local army chiefs, police chiefs and inspectors have been 
involved. Moreover, the all-powerful deputy premier, 
Anton Yugov, for five years Interior (Police) Minister, has 
also completely disappeared from the Sofia scene in the last 
three weeks. This is presumably the first sign of his 
impending downfall. 


Impeachment of Ministers 


Ten days ago the National Assembly, which had been 
disbanded in September, was quickly summoned for a short 
half an hour session to vote a new law which is certainly 
unique in the world: it is a special law for the trial of 
Cabinet Ministers and members of the Government. A 
new “Supreme People’s Court” is created which has to try 
the accused not later than one week after the publication of 
the indictment. There is, of course, no appeal, and Ministers 
and members of parliament can be arrested “ without the 
prior removal of their parliamentary immunity.” 

The purged men are now accused of “ Kostovism,” which 
—to quote the present Communist dictator in Bulgaria, 
Valko Chervenkov—is “nothing but Titoism on Bulgarian 
soil and, just like Titoism, it grows on treason and espionage.” 
As for Kostov himself, his “ immediate trial,” announced 
last August, has again been postponed, a fact which shows 
his remarkable endurance (he was arrested in March) and 
which has undoubtedly raised his prestige within the Com- 
munist rank and file. Kostov was not, like Rajk, just one of 
the leaders of the Communist Party ; he was the universally 
accepted leader after Dimitrov. A member of the Central 
Committee since 1924, a member of the Politburo since 
1935, secretary of the Central Committee since 1940, and 
Secretary-General of the whole party since 1944, Kostov 
was, above all, responsible for the building up of the party 
machine. All party secretaries, inspectors and functionaries 
were his men. At the last party congress in December, 1948, 
he presented the oy political programme, which pre- 
sumably is still in force. As chairman of the cabinet com- 
mites co-ordinating all economic ministries, he was the 

irtual. economic dictator of the country, the author and 
er chief of the five-year plan. On his fiftieth birthday, 


1947, the Committee sang his praises in the 
ollowing manner : 
Great are your achievements, Comrade Kostov, as the 


builder of the party, as the teacher and instritctor of the 
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party members. Under your leadership and inspired by your 
heroic life, thousands of Communists were educated into yn. 
questionable loyalty to the party. 


Titoism in the Villages 


an and opposition in the country are obviously 
part of the background of the present political transforma. 
tion. Official Communist figures published in the last two 
months reveal an alarming economic state of affairs and chaos 
in the transport system. The passive resistance of the 
peasants to the dictates of Sofia is obviously the Govern. 
ment’s greatest problem. The autumn requisition quotas for 
wheat and rye have been met with go per cent, and for oats 
with 80 per cent delivery. It is most interesting and signi 
cant, however, that the districts round the Black Sea and the 
Rumanian border (the districts nearest Russia) have fulfilled 
their quotas with deliveries of 143, 112 and even 219 per 
cent. The districts bordering on Jugoslavia, however are 
seriously lagging behind: for example, Breznik 22 per cent, 
Tran 27 per cent, Belogradchik 20 per cent. Even more 
revealing are the figures for the Macedonian districts—gg, 
54,42 and 20 per cent. Clearly, the “ Tito influence” does 
exist in Bulgaria, and especially in Bulgarian Macedonia. 

For the defects in the transport system “ Nationalistic and 
anti-Soviet elements” are blamed. The goods trains are 
said to have been running at an average speed of 1} miles 
per hour. Special “railway tribunals” have been set up 
now for “the quick investigation and trial” of wreckers, 
“ Soviet transport specialists” are to “help the reorganisa- 
tion of the transport system.” 


As Chervenkov appears to have the complete confidence 
and support of the Soviets his ruthless regime is there to 
stay. How many Cabinet ministers and Central Committee 
members will be actually executed for treason, espionage and 
spying is a matter of speculation, but Chervenkov obviously 
wants to frighten the remaining Communists into com- 
plete submission. His purge has drastically affected the 
army, the police, the party machine and the economic 
ministries—the pillars of the Communist dictatorship. Loyal 
party leaders, efficient economists, cabinet ministers and 
generals cannot be produced over night, nor can the imported 
specialists from Russia take their place. The Bulgarian 
Communist Party and the “ people’s democratic” state 
machine must have suffered serious damage which it will 
take years to repair. 


New Phase for Benelux 


[FROM OUR BRUSSELS CORRESPONDENT] 


It was no small achievement that the Luxemburg con- 
ference of the Benelux Governments ended in a protocol 
which marked a definite step towards economic union, For 
some weeks beforchand the non-official atmosphere had 
shown signs of strain, largely as the result of the economic 
difficulties into which Belgium is running at the moment. 
Moreover, since the interests which were at the time most 
affected (and most vocal) were close to the counsels of M. 
Eysken’s Government, the danger was consciously faced that 
Benelux, a prototoype of European economic collaboration, 
might after all become a dead letter. The fortunate con- 
clusion is that this did not take place, and for this much of 
the credit must go to M. Eyskens and his Foreign Minister, 
M. Paul van Zeeland. 


The basic clash in opinion arose from the refusal of the 
Netherlands Government to be unduly hurried along the 
path to which they had committed themselves in the Chatgau. 
This is easily understood, for the postwar Netherlands have 
had to face problems which, neither in kind nor in degree, 
confronted the Belgo-Luxemburg union. A period of 
has taken the inevitable form of rationing, subsidised 
cheap money and of a debtor position in international 
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system, though it looked unconscionably rigid to Belgi 
= as sympathetically watched as sublets very Tea 
ess towards the Dutch entry into the Benelux partner- 
ship on a prosperous footing. Belgium, meantime, was 
ing all its weight into the export drive which, aided by 
the Marshall Plan and the Intra-European Payments Scheme, 
yielded a wholly abnormal trade surplus in the first half of 
this year. It had deliberately refrained from impairing its 
capacity by any undue diversion of its resources into 
reconstruction and capital expansion until the demand for 
Belgian exports declined. 

This decline has now happened and it has become desirable 
for Belgium that Belgian industry should be able to take its 
share of the enlarged Benelux home market which, despite 
the Customs Union, was still confined by the Dutch reten- 
tion of import licensing and quota regulation. It was par- 
ticularly important for the steel industry which, after carry- 
ing the main weight of the export boom earlier this year, had 
already seen its American, Argentine and Swiss markets 
folding up and was preparing for the still greater blow, 
which actually fell officially during the Luxemburg confer- 
ence, of the cessation of the British purchases of blooms and 
billets. Similarly, the textile industry, having recently done 
good business with western Germany, was seeing conditions 
revert to their prewar norm with the increase in Germany’s 
own capacity to cover its own needs. With the prospect, 

blicly admitted by M. Eyskens, that devaluation might 
fre altered the Belgo-Dutch trade balance adversely to 
Belgium, there was an obvious argument in favour of a total 
opening of the Dutch frontier. Industrial propaganda in 
Belgium took the line that it was now or never. 


Full Union by July 


It was obvious from the start of the Luxemburg confer- 
ence that the differences of outlook between Belgium and 
Holland still persisted, and both the immediate pre-union and 
the full union (scheduled for July 1, 1950) stood in some 
danger. Nevertheless, both unions were preserved, though 
in a somewhat attenuated form. The full union, indeed, 
is to be established next July “in the light of experience 
gained during the pre-union period,” which clearly indicates 
the possibility that the frontiers may not by then be fully 
a and the fiscal systems duly harmonised. Moreover, 
the monetary difficulties still continue and, though rules are 
laid down for procedure in the case of Belgo-Dutch dis- 
equilibrium, there is as yet only the vaguest outline of the 
communal monetary and credit policy upon which the 
success of the union will depend. 


The first task was to solve the immediate trade problem. 
This was helped by the fact that devaluation had increased 
the value, measured in Belgian francs or Dutch guilders, of 
the $139 million of drawing rights available to Nether- 

for 1949-50. It was possible therefore to base estimates 
on Belgian exports to the Netherlands at the rate of 
B. frs. 15,000 million a year, as compared with B. frs. 12,000 
million of which the 1948 figures, and those of the first half 
of 1949, fall slightly short. From this it was possible to 
appropriate B.frs.250 million for steel and metal manu- 
factures, and the frontier is to be opened to these products 
in the near future. As an offset to this the Dutch demanded, 
and obtained, from the Belgians the concession that steel 
should be sold to them at the Belgo-Luxemburg domestic 
Prices and not as hitherto at the high export prices which 
have marked the period of the world steel shortage. The 
extent of Dutch export sales to Belgium could not, so short 
a time after devaluation, be estimated with any confidence. 
balance is as yet adverse to the Netherlands, last year’s 
t being above B. frs. 4,000 million and this year’s 
es having been at a somewhat higher rate. The Dutch, 
hot unnaturally, were unwilling to go farther into Belgium’s 
debt; and it was agreed that the deficit should not be 
to run at a figure exceeding what could be dealt with 

by drawing rights. 
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Discrepancy in Taxes 


A number of general problems were brought nearer to a 
solution. Among these is the agreement that a special 
regime must be contemplated for Luxemburg agriculture, 
which is comparatively expensive ; but there is also contem- 
plated the creation of a fund for agriculture which shall be 
applied, more especially in Belgium, to further the modern- 
isation of this very important aes At present Dutch, 
costs are lower than Belgian, and it been necessary to 
deal with the position by importing Dutch butter at specially 
high prices. The fund will be fed by a licence-tax..on 
imported feeding stuffs, a system favouring the small farmer ; 
but there are doubts as to whether this will, in the 


run, offset the uneconomic parcelling of farmland whi 
characterises so much of Belgian cultivation. 
t 


Questions of ports and inland waterways, which have 
produced more thorny problems between the interests con- 
cerned than most other aspects of the union, have been 
entrusted to a rather belatedly formed committee. Among 
the questions which this committee will discuss will be that 
of Antwerp’s access to the Rhine by the proposed Moerdijk 
canal, which Belgium so energetically claims from the Dutch, 
and the competitive position between Antwerp and Rotter- 
dam, affected as it is by the lower level of Rotterdam wages. 
Fiscal questions are still causing some difficulty. The ground 
is prepared for the unification of excise duties, but the 
problem of the taxe de transmission or turnover tax, which 
affects retail prices, remains outstanding. This is a question 
of the sixty-forty ratio between Dutch direct and indirect 
taxation, which is reversed in the case of Belgium, where 
indeed the discrepancy may be rendered still more noticeable 
by the avowed policy of, M. Liebaert, Belgium’s liberal 
Finance Minister, to reduce the rates of tax on personal 
incomes. The budgetary problem is a difficult one, especially 
as the Belgian taxpayer is so notably less disciplined than 
the Dutch. 


Differences in Approach 


On the longer term, the protocol contemplates adjustments 
in credit policy as a means of correcting disequilibrium 
between the partners, or between any of them the out- 
side world. It makes little mention, however, of the basic 
differences which actually exist, and which were enhanced 
by the contrast between the essentially practical approach 
of the Belgians and the rather more theoretical attitude of 
Professor Lieftinck on the Dutch side. There is no question 
as yet of a pooling of gold and currency resources, such as 
already exists between Belgium and Luxemburg, but there 
appears to have been general agreement to work towards 8 
greater harmony in money market conditions. At present 
Belgium is moving towards cheaper money with caution = 
in some quarters, misgiving. It has lately reduced the 
rate from 3} to 34 per cent, and a further reduction = 
possible if world conditions do not impel the withdrawal 
the large volume of hot money now taking refuge in Belgium. 
The Dutch bank rate is 24 per cent, reflecting in a con- 
trolled economy the substantial need for capital. Belgian 
investment in the Netherlands was mentioned as a possible 
corrective of the a payments position ; but the 
present discrepancy of interest rates does not encourage the 
movement of Belgian capital into the Netherlands, nor does 
it yet seem that Belgium has capital resources to spare. 


It would obviously be over-optimistic to say that, as @ 
result of the Luxemburg discussions, Benelux is out 
of the wood. Ministers have wpenreny put the long-~ 
advantages of co-operation ahead of the pressure of sectional 
interests, but the difference of outlook in the monetary fiel 
remains crucial. There is, indeed, some ground for doub 
whether it is still to Benelux that Belgium looks for 
furtherance of that opening of trade frontiers on which, as & 
manufacturing country, .it so largely depends... 
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ENGINEERING 





This is the sign of a group of companies which 
for seventy years have been designing and building 
specialised plants to perform various industrial 
processes better and more cheaply. Coal, steel, gas, 
electricity, chemicals and food are typical of the 
essential industries and public utilities which are 
served by Simon coal washeries, coke ovens, power 
stations, chemical and gasworks plants, flour mills, 
granaries, and engineering installations of many 
other kinds in Britain and abroad. With overseas 
companies in Australia, New Zealand, South Africa 
and South America, the Group directly employs 
more than 4,500 people and sends visible exports of 
machinery and invisible exports of scientific 
knowledge and experience to some forty countries 


throughout the world. 


There are many ways in which the Simon Engineering 
Group serves the fundamental needs of civilisation. 
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MARKET RESEARCH 
IN THE AMERICAS 


RESEARCH SERVICES LTD 


have pleasure in announcing 
a reciprocal association with 


INTERNATIONAL 


PUBLIC OPINION RESEARCH INC, (1.P.0.R) 


NEW YORK 


I.P.O.R. is the international affiliate of the Elmo 


| Roper organization, whose reputation in the field of 


Market Research is world-wide. It was established by 
Mr. Roper and Mr. Joshua B. Powers in 1945, in order 
to provide business men with a detailed picture of buy- 
ing habitsand preferences throughout the two Americas, 


I.P.O.R., under thedirectionof Mr. Elmo Roper and Mr. 
E.C. Wilson,formerly Research Director of the Colum- 
bia Broadcasting System, is now in a position to give— 
in-association with Research Services Ltd.—any Market 
Research service which British exporters may require in 
the United States, Canada, Central and South America 
and the West Indies. 


Mark Abrams, Managing Director of Research Ser- 
vices, has just returned from the United States, where he 
has completed an intensive study of American markets. 
Mr. Wilson, the President of I.P.O.R., is now in Europe 
and both will be available to clients for discussions in 
this country. Research Services will collaborate fully 
in the preparation of the necessary plans for surveys 
in the areas concerned. 

Manufacturers and exporters in this country will ap- 
preciate the value of this arrangement, which ensures 
for them the joint services on their overseas marketing 
problems of the foremost British and American Market 
Research experts. 


Enquiries to The Secretary 
RESEARCH SERVICES LTD 
91 SHAFTESBURY AVENUE, LONDON, W1 

GERRARD 5286 
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The Strasbourg Proposals 


AumosT superhuman efforts were required from the Com- 
mittee of Ministers of the Council of Eu which met 
in Paris last Thursday. It seemed dou whether it 
could consider at all adequately within the time at its 
disposal the results of the Strasbourg meeting of the Con- 
sultative Assembly. For the various resolutions on the 
economic, political, social and cultural aspects of European 
union which were produced at Strasbourg have far-reaching 
implications. 

It is in the economic field that the Committee of Ministers 
js asked to take the most urgent and varied action, for the 
Assembly felt that “ millions among us will soon go hungry 
and unemployed unless we act at once to re-establish the 
economic equilibrium between Europe and North America.” 
It believed that the people of Europe could do much to save 
themselves by mutual help and by building up an “ economic 
union of free Europe” which would require “central plan- 
ning combined with a maximum degree of individual liberty.” 
In order to facilitate the creation of this union the Assembly 
makes a number of requests to the Ministers, of which the 
most important are: — 

To take all practical steps to establish as quickly as 
possible a multilateral system of payments, including the 
inter-convertibility of European currencies, subject to the 
safeguards necessary to enable the movement of capital to 
be controlled during the transitional period. 

To take all preliminary action for the creation of a 
European economic union, which shall retain the preferential 
systems and economic ties now in existence between certain 
European nations and the overseas countries and territories 
associated with them; and to consider their progressive 
extension to the other member states of this union. 

To follow up and extend both the work of OEEC in 
liberalising inter-European trade and all studies now being 
made in regard to the economic relations of Europe and its 
overseas associates and territories. 

The Ministers are also requested to create permanent 
machinery for consultation on credit policies between the 
central banks of issue ; to study the conditions which would 
encourage American and other investors; to extend and 
develop a system of guaranteed markets; to study the 
development of production in member countries ; to study 
how to promote the free movement and the widest possible 
employment of labour within the territories of member 
states ; and to draw up a draft convention for the control 
of international cartels. The Ministers are asked to summon 
an economic conference to study all the above recommenda- 
tions ; and also to summon “ industrial conferences ” to make 
concrete proposals on how to improve the organisation and 
productivity of the chief aniieeiinn and agricultural 

tries. 


Less Control by Ministers 


The Ministers are also asked to submit to the Assembly 
Proposals to carry out all the above recommendations and, 
after the Assembly has considered these, to 


nominate a delegation from the Council of Europe which 
shall enter into negotiations with the Government of the 
United States of America and with any other Government 
concerned, in order to express the common policy of the 
member states and to seek through joint agreement the 
modifications which should be made to existing treaties, and 
in particular the action to be taken in the matter of lowering 
Customs tariffs in the United States so as to allow of the 
development of European exports to that country. 

This last suggestion, with its implied transfer of governmental 

authority to an international mission, was only passed in the 

face of éonsiderable opposition. 

_ By comparison with these somewhat involved recommenda- 

tons for achieving economic union the s recom- 

Mendations on political union seem almost straightforward. 
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The Assembly was broadly concerned with the “ creation of 
a European political authority with limited functions but real 
powers.” In particular it was concerned with emancipating 
itself from what most of its members considered the irksome 
and over-cautious tutelage of the Committee of Ministers. It 
has, therefore, asked the Ministers to deprive themselves of 
some of their authority by agreeing to a number of revisions 
of the statute of the Council of Europe. The effect of the 
principal revision proposed would be to abolish the Ministers’ 
right to select the subjects which the Assembly may discuss. 
It would, however, reaffirm the Assembly’s duty to discuss 
any subject progoeet by the Ministers ; it would still debar 
discussion of defence. A second revision would abolish the 
system of alternates in the Assembly and double the number 
of full representatives allowed to each member country. A 
third would make the admission of new members subject to 
the approval of a simple majority of the Assembly. At 
present new admissions are solely the concern of the Com- 
mittee of Ministers. 

With its eye doubtless on the problem of western 
Germany the Assembly also asked the Ministers “ to 
consider the question of the admission of new members 
and new associate members ” before the next session of the 
Assembly. Some points that are not actually referred to 
the Ministers are bound to tax their time and ingenuity. For 
instance, when they come to consider the above proposals 
they can hardly avoid studying the action taken by the 
Assembly on its own account both to enhance its authority 
and to further the political unification of Europe. It set up 
a “permanent committee of the Assembly” of twenty-eight 
members which will meet at least four times a year to 
co-ordinate the work of the Assembly and in general to 
“take any measures that appear calculated to facilitate or 
expedite the work of the Assembly.” This committee may 
prove a serious rival to the Committee of Ministers itself as 
the executive part of any political authority that may 
eventually be evolved. 


Problems of Political Union 


The Assembly has also instructed its Committee for 
General Affairs to make a detailed and objective study of the 
problems involved in closer political union and to “ formu- 
late precise and definite proposals” including “ definite 
recommendations concerning the modifications in the political 
structure of the member states which it considers desirable 
with a view to greater unity between them,” This task is to 
be completed by April 30, 1950, and the Committee’s report 
placed on the 1950 agenda of the Assembly. Here the only 
action required of the Committee of Ministers is that after 
the Assembly has discussed the report, the Committee “ shall 
propose to the members of the Council of Europe that the 
recommendations then adopted by the Assembly shall be 
immediately discussed by the respective Parliaments.” 

The chief remaining recommendations to the Committee 
of Ministers are concerned with human rights and cultural 
co-operation. The Ministers are asked to have a draft con- 
vention drawn up for the collective guarantee, through a 
European Commission of Human Rights and a European 
Court of Justice of ten of the eo and political rights 
and freedoms set forth in the United Nations Declaration. 
The convention would also contain an undertaking by 
member states to hold free elections at reasonable intervals 
with universal suffrage and secret ballot. The Ministers are 
also asked to summon “ in the near future ” a conference of 
Ministers of Education to draw up a European plan for 
cultural co-operation ; to summon a meeting of responsible 
University authorities to consult on what measures of co- 
operation they should adopt; and to institute a European 

ultural Centre. 

It will be known by next week whether the Committee 
of Ministers has succeeded in giving serious attention to all 
these matters.. It is difficult to see how they can avoid 
agreeing that the Consultative Assembly should meet early 
next year, instead of waiting until next August. 
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THE BUSINESS WORLD 





<¢ Fritalux ”’ 


Pees the recent meeting of the International 
Monetary Fund in Washington, M. Petsche, then 
and now once again the French Finance Minister, 
produced a memorandum on a scheme for achieving 
interconvertibility of French and Belgian francs, the 
Italian lira and the Dutch guilder. This is the scheme 
which has been provisionally baptised with the port- 
manteau name of “ Fritalux.” It has been in preparation 
for some months. This fact, and the timing of its first 
semi-official airing, should be stressed in order to counter 
the impression that the proposal is a direct and somewhat 
resentful answer to the devaluation of sterling. 


The details of this plan have not yet percolated to 
London—perhaps they do not exist. But the main 
principles underlying the proposals have been widely 
canvassed, everl though the British Government has not 
yet been officially apprised of them. The main feature 
of the plan is that the effective interconvertibility of the 
four currencies should go hand in hand with freedom 
for their rates of exchange to fluctuate. This aspect 
of the scheme would be expected to interest the Inter- 
national Monetary Fund and it was no doubt this element 
of fluctuating exchange rates which prompted M. 
Petsche’s initiative in informing the IMF of his inten- 
tions. According to report, the IMF was willing to 
give a blank authorisation for such exchange fluctuations 
—an authorisation, it should be added, which did not 
go far beyond a recognition of existing facts, for neither 
France nor Italy has so far notified official parities of 
their currencies to the IMF and both in effect are 
operating free markets, though they are markets subject 
to some intervention and control. 


But while freely fluctuating rates within this group of 
currencies are contemplated, there would necessarily 
have to be a link between the group as a whole and the 
dollar. One of the four currencies would be chosen for 
this purpose, and at the moment there is no doubt about 
the currency on which the choice would fall. It would 
be the Belgian franc, the hardest of the group, and the 
currency which has the greatest affinity to the dollar 
bloc. It is, moreover, a currency with an official parity 
notified to the IMF. Though provision would have to 
be made for changes in that parity if the equilibrium 
of the “ Fritalux ” group with the dollar world demanded 
it, the necessary elasticity could and would be found 
within the IMF machinery. 


* 


The object of introducing the element of fluctuating 
rates within. the group would be to ensure the main- 
tenance of approximately balanced payments between the 
member countries. The basic assumption on which the 
scheme evolved—and one without which Belgium would 
not be even an interested spectator—is that intercon- 


vertibility of these currencies could not be secured if the 
price for it were to be an unlimited and unpredictable 
mutual extension of credits. Belgium’s view is that it has 
gone to the limit in extending credit to its colleagues in 
Europe. Another condition is that there should be no 
settlement of ultimate balances in gold. The other 
countries concerned have not the gold with which to 
establish and maintain convertibility of their currencies 
even within this limited group. The maintenance of 
approximate balance in the payments accounts between 
these countries would, therefore, be an essential pre- 
requisite of any such scheme. 


Fluctuating rates of exchange are to be the means by 
which that balance is to be achieved and maintained. If, 
as aresult of convertibility within the group, the currency 
of one particular member country is being acquired in 
any appreciable quantity by the others, that will be the 
signal for allowing the currency in question to depreciate 
in terms of the others. Such accumulations would be 
a sign that the country in question was running a current 
deficit, and the lowering of the value of the currency 
would be the natural means chosen to remedy that dis- 
equilibrium. There would, of course, have to be two- 
way margins, such as now obtain in payments agreements 
between most European countries, providing for the 
normal seasonal movements in current payments. But.as 
soon as these were exhausted, recourse would be had to 
the price mechanism brought into effect through allowing 
rates of exchange to fluctuate freely. 


tr 


Such appears to be the main outline of the scheme. 
It must at the outset be questioned whether the natura! 
simplicity of the principles which it invokes has much 
reality in the present situation. In particular it may be 
doubted whether the mutual deficits and surpluses which 
are likely to arise in the payments between the countries 
concerned are modest enough to be corrected by reason- 
able adjustments in rates of exchange. If the scheme 
were to promise success, it would have to rest on the 
assumption that there would be no likelihood of wide 
and severe fluctuations in exchange rates. Recent 
changes in the so-called free markets for Italian lire and 
French francs are probably a measure of the order of 
magnitude of fluctuations visualised under the few 
scheme. Experience might well prove that the converti- 
bility envisaged under the scheme could be achieved 
only at the cost of further extensions of credit, simply 
because the adjustments in the values of the weaker 
currencies would otherwise. be intolerably large... The 
creditor countries might find themselves 
post facto to hold, and to fund, accumulations of the 
debtors’ currencies which they acquired, in spite of @ 
reasonably free play of the mechanism of exchange 
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adjustment. This suspicion is strengthened by the con- 
siderable variations which still exist in the underlying 
fiscal and monetary positions and policies of the proposed 
member countries. The prevailing co-existence within 
the group of sound and unsound budgetary positions, and 
hard and soft economies would inevitably give rise to 
capital movements veiled in the familiar guise of current 
transactions. These would be encouraged first by the 

er freedom of exchange dealings within the group, 
and secondly by the probability of greater exchange 
fluctuations and, therefore, of greater capital profits for 
the successful operator. 

The official British attitude towards any such scheme 
would be to welcome it in principle but to reserve judg- 
ment about details. There will be support in Britain 
for any regional advance towards the goal of true converti- 
bility of currencies, provided that advance is not made 
through the creation of exclusive or discriminatory blocs. 
This general goodwill towards “ Fritalux,” or whatever 
else may emerge from the proposed grouping, would, 
however, be subject to certain reservations. The first of 
these would concern the problem of the cross rates, that 
is the sterling-dollar equivalents which the freer markets 
in the countries concerned would produce. Britain has 
financial agreements with each of the countries in ques- 
tion by which they undertake to maintain orderly cross 
rates for sterling in their respective markets. This assur- 
ance of good behaviour might, however, have to be sup- 
plemented by further assurances that the undertaking in 
question was not undermined through the encouragement 
of commercial arbitrage operations which, in fact, would 
produce divergencies of the dollar-sterling rate from the 
official parity. The possibilities of such deviation would 
be increased by the fact that some of the countries in the 
proposed grouping, namely the Netherlands and Italy, 
enjoy transferable sterling account facilities while the 
others do not. Only experience—or far more detailed 
knowledge of the proposed arrangements than is available 
—would make it possible to say with assurance that these 
differences in the monetary relations between each of the 
members of the group and the sterling area could be 
allowed to continue. 

Whatever may be Britain’s reservations about the 
scheme, it appears for the moment to have “ gone over 
big” with ECA and the authorities in Washington. 
M. Petsche in Washington appears to have extracted 
from the Americans a promise that a large part of the 
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$150 million pool which ECA has at its disposal to 
help the liberalisation of trade and payments in Europe 
would be pledged for this particular scheme. Pre- 
sumably the dollars in question would provide a 
reserve out of which any extension of local currency 
accumulations over and above normal working balances 
would be convertible into dollars. They would give 
time for fluctuating exchanges to work on the 

of payments of the countries concerned without demand- 
ing from the member countries any undue extension 
of credits. For the reasons which have already been 
given, however, it is probable that a pool of this size 
would be exhausted without much delay. 

Among the suggested participants in this proposal, the 
least comfortable and most sceptical must be the 
Netherlands. By tradition—a tradition reaffirmed by 
recent reactions to the devaluation of sterling—the 
Netherlands belong to the sterling bloc in Europe, that 
is to the group of countries which may be reckoned as 
the “ dirigistes”” as opposed to the free economies of 
the Latin countries. If, therefore, the “ Fritalux ” scheme 
were to go through it might be the last straw that would 
break the back of Benelux. That would not be exactly 
the best note on which to launch what has on occasion 
been referred to as the greater Benelux. 

The “ Fritalux ” scheme must not be too closely identi- 
fied with other and even vaguer proposals that have 
been recently floating around the coulisses of OEEC— 
among them a Federal Reserve Bank for western Europe 
and a European Investment Bank. A Federal Reserve 
Bank cannot begin to operate except on the basis of 
effective political federation. Of that there is still no 
sign in Europe. The Investment Bank has been spoken 
of as the instrument through which compensation would 
be made for the damage to vested industrial and com- 
mercial interests caused through the liberalisation of 
trade. But the objective, however praiseworthy, does not 
call for the creation of yet another piece of international 
machinery. The ingenuity with which these new blue- 
prints are produced could far better be devoted to the 
essential task of recreating that approach towards unifor- 
mity in fiscal and monetary conditions without which all 
talk about economic integration in Europe must perforce 
remain mere talk. Even the Americans are unlikely to 
be taken in by such schemes or to award any points to 
their progenitors in the new distribution of Marshall aid 
by merit. 


Markets for British Aircraft 


Y 1952, the aircraft of the bulk of the world’s civil 
air-fleets will be due for replacement. Reckoned by 
humbers the market is small, but it is lucrative. If 
the operational life of an aircraft is taken as ten years, 
10 per cent of the airfleets need to be replaced each 
year. In 1948, international airline operators were 
using something over 2,000 aircraft. The tendency is 
'o mcrease the number of passenger-miles per aircraft 
by using larger and faster machines ; the actual replace- 
ment demand, averaged over the course of years, may 
therefore be less than 200 aircraft a year. This, with 
the requirements of the American and Australian 
imternal lines added—perhaps 100 more—is the cream 
of the market. British aircraft manufacturers have been 
excluded from it since the war by their inability to 


compete with American aircraft which were then in 
production. The British aircraft industry decided to 
concentrate on the field in which British engineers 
held the lead—the production of gas turbine engines. 
All the leading firms in the industry have concentrated 
in the past four years on developing these engines as 
civil as well as military power units. 

The British aircraft industry consists of about a 
dozen major groups. The Hawker-Siddeley group, 
probably the largest, includes Armstrong-Siddeley (aero 
engines), Armstrong-Whitworth, Gloster Aircraft, and 
A. V. Roe (airframes), and High Duty Alloys (special cast- 
ings for the aviation industry). De Havilland makes both 
airframes and engines ; so do the Bristel Aeroplane Com- 
pany and English Electric. Handley-Page, one of the 


si PSrcngnrg tenting TNS Ye Gt 


eee 


ar tenia eG 
as ty senators ses 
en eee 
Zo" rh SO ROR eer ite 
. ee 
eee eee 


A ey 


Sess, 
3 Doe ne 


POE ESSE SEES AT SC a aaa ay 


SUNN PERT 


sas Sa eee ee 


a aS . 53 
Pie oe 7 1 
faelolerase ly MN tte tnt Re Sees 
™ a9 enite 
‘, se 








ane 


: 
/ 


~ 
ts Meta? 


Paha 


: 
SDA AER 


Ut hepiesita yen nasa asia 
Oe ee a ee 


mene 


ee er perce 
e hee > ed 


em aS, 


Beciaenenn eae ye. adil 


) 
ou 


piese 
ii ra 


1020 


oldest firms in the industry, concentrates on airframes, 
as do Vickers-Armstrongs, Fairey Aviation Westland and 
the flying-boat specialists, Short Brothers and Saunders- 
Roe. A number of smaller firms such as Auster, Percival, 
Blackburn Aircraft and Boulton Paul specialise in small 
aircraft for short distances, in private aircraft and in 
trainers. Rolls-Royce and Aluis are the only firms which 
make engines alone. 


* 


When the war ended the Meteor jet fighter, built by 
Gloster Aircraft with Rolls-Royce engines, was in 
use by the RAF, and the Vampire fighter, with engine 
and airframe both made by De Havilland, was coming 
into production. The RAF relied on these three firms 
for the rapid conversion of its fighter squadrons to 
turbo-jet aircraft. 

Only two important civil types went into production 
during the postwar years. The story of the Tudors is 
well known. Vickers-Armstrongs produced the Viking, 
a medium-range aircraft used in large numbers by the 
British Corporations. Altogether 167 have been built, 
about 60 of them for export, and the Viking is now out 
of production. De Havilland produced the Dove, a 
small aircraft designed for use on “feeder” lines, 
and have so far built 300, mostly for export. The 
policy of staking everything on the success of the 
gas turbine is only now beginning to bear fruit. New 
military aircraft and engines are in quantity production 
for the Navy and the RAF. De Havilland, Gloster 
and Rolls-Royce have between them built up a useful 
export business based on the sale of Vampires and 
Meteors abroad. The trade returns do not give a full 
picture of the size of this business since some part of 
the sales are transactions between Governments which 
are omitted from the published figures. Fees for patents 
used under licence abroad also do not appear in the trade 
figures, but are a growing source of invisible exports. 
Rolls-Royce have licensing agreements in five different 
countries, including the United States. Vampires and 
Meteors form the bulk of current aircraft exports ; other 
military aircraft will be sold abroad once RAF priorities 
have been met. 


* 


On the civil side, progress has been slower because 
there was more ground to be covered. Several gas 
turbine prototypes have flown, and three are already on 
the market ; they will be ready for operation in 1952. 
Virtually every airline sent a representative to see these 
aircraft at the Society of British Aircraft Constructors’ 
annual flying display at Farnborough in September. 
While some were merely showing interest, others are 
seriously cons dering the new gas-turbine aircraft as 
alternatives to the Convair and modernised Dakota class 
of piston-engined aircraft. Yet they are cautious of 

ing firm orders. The turbine engines have yet 
to build up a record of flying hours to confirm their 
test performances. Buyers are perhaps more cautious 
than is strictly necessary, but some of them have had 
unhappy experiences with new American aircraft bought 
since the war, and are determined to take no more leaps 
in the dark. On the other hand, if they wait for proved 
commercial performances they may lose ground to com- 
petitors prepared to take the risk. This atmosphere of 
indecision makes it difficult for manufacturers to plan 
their production. Sore seven years elapse between the 
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first work on drawings and the flying of an aircraft og 
scheduled operation ; the prototype’s first flight is only 
a half-way mark. Tooling up for production Ovcupies 
about one year. 

* 


If the necessary orders to justify proceeding with this 
stage do not come in until the aircraft has a certificate 
of airworthiness and has completed its flight trials, the 
date when it can be delivered for scheduled operatiog 
is further delayed. The usual procedure is for the 
Ministry of Supply to order two prototypes of aircraft 
and engine designs considered suitable for development, 
It is then understood that the price which the Ministry 
is charged for the prototypes includes most of the cost 
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*Index *Index 
Monthly | of tAireraft | of tValue 
Average Structure Delivered Structure of 
Number Weight for | Weight Complete 
| (Average | Export | (Average Awcraft 
Jan to Mar.,! (Number) Jan. to Mar., (L000) 
1946 = 100) ) 1946= 100) | 
= ies —_ eterna reateneagnasioeennneenenenh a _a - 
See 54 135 ais | wn 6,427 
BE te.ean sks 62 155 ae aad 13,724 
1948 :— 
Ist quarter 42 98 27 52 4,037 
Qnd 49 . 125 32 80 3.560 
ad 32 88 24 68 2,880 
4th ‘s 26 92 22 53 2,849 
1949 :-— 
lst quarter 41 172 34 128 5,994 
a ais 48 123 44 97 3,217 
33 70 33 68 1,499 


The figures show production of all types of civil aircraft and those uulitacy aiceatt 
which are built for sale abroad. Al! other military aireraft are exchided 


* Expresses the size of the aircraft delivered, Obtained by dividing the combined 
weight of the aircrait by their wumber, and relating this to the average for the first 
quarter of 1946. t New aircraft only. t These figures include secondhand a 
well as new aircraft, and also the value of any repair work done to airorait brought 


back for overhaul. The value of these other sales is very smal] compared to those of 
new aircratt. 





of developing them. If the aircraft is subsequently 
bought by commercial operators or licensed for manufac- 
ture abroad, the Ministry expects to recover part of its 
money. Although the £12 million already spent on the 
Brabazon is quite exceptional, development is too costly 
to be fully borne by the producer ; to develop an engine 
costs perhaps £1,250,000, and modifications to a single 
wing section can absorb £250,000. 


* 


The only large British aircraft being built with private 
money is the De Havilland Comet, though even here 
the Ministry of Supply is paying for the development 
of the engines. The De Havilland company had orders 
for sixteen Comets from the Ministry of Supply and 
BOAC. By Christmas, there should be sufficient flying 
experience to give performance figures on long-distance 
flights, and the company can already discuss prices 
(which, though still to be fixed, are expected to be 
between £300,000 and {400,000) and delivery dates. 
Although at least three American manufacturers have 
prepared drawings for an aircraft of the same class 
and others have thought about it, nothing has 
actually been put in hand. The Comet, therefore, 
promises to enjoy a great advantage once it has 
accumulated a necessary minimum of flying expet- 
ence. Even then, however, the experience of commercial 
operation of jet aircraft will remain to be acquite 
The turbo-jet engines have the drawback that they giv 
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an economic performance only at heights and speeds 
double those now flown on civil operation. The great 

make for ground control difficulties, and the 
high altitude multiplies the problems of pressurisation. 


Turbo-prop aircraft, with their lower cruising altitude, 
do not suffer from these difficulties, and the Viscount 
or the Apollo could go into operation at once if they 
were ready for delivery. But although the first flight 
of the Viscount was made 15 months ago, Vickers are 
only now tooling up for production. When work started 
on the aircraft, it was understood that it would be used 
by British European Airways. The Armstrong-Whit- 
worth Apollo, a slightly smaller aircraft which made its 
first flight last April, was to be used on the West Indian 
routes of BOAC, and would also have been available 
for export while Vickers were occupied with home 
orders. But neither manufacturer yet enjoys the advan- 
tage of a signed order from the Corporations ; negotia- 
tions over the Viscount are still proceeding. British 
manufacturers complain that the Corporations change 
their minds too frequently, are preoccupied with irrele- 
vant details, and in general fail to give the clear lead 
that is needed. So long as the Corporations’ decisions 
remain uncertain, discussions with overseas buyers about 
delivery are difficult ; when aircraft have been developed 
with the aid of public money, the manufacturers are 
under an obligation to meet the needs of the British 
Corporations first. 

* 


Since an aircraft company needs to build 100 of one 
type of aircraft to recover its full investment, an 
export market is of vital importance. Gas turbine air- 
craft are proving hard to sell, but there is no doubt in 
anyone’s mind that they will be bought. Some manufac- 
turers think that the transition can be more easily made 
—that is, that sales difficulties can be more easily 
overcome—with an airframe which has been designed 
to fly both with piston engines and turbo-prop engines. 
Two Handley-Page aircraft, the Ambassador built by the 
De Havilland subsidiary Airspeed Ltd., and the big 
Bristol 175, have been designed on these lines. The 
makers are able to change from piston engines to gas 
turbines without interrupting production, and an 
operator buying a piston-engined version now can have 
his engines changed later to gas turbines at a fraction of 
the cost of buying a new aircraft. Engine manufacturers 
are hoping that a similar conversion could be carried 
out on existing piston-engined aircraft. Both Arm- 


strong-Siddeley and Rolls-Royce turbo-prop engines 
been successfully tried out in Dakotas, and 
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Armstrong-Siddeley are now offering this conversion 
to Dakota operators as a commercial proposition. This 
step brings the Dakotas into line with new Inter- 
national Civil Aviation Organisation standards (coming 
into force in 1952) and saves replacement before the 
aircraft has completed its useful life. Well over 1,000 
Dakotas are known to be in operation. 


Conversion on these lines suggests a possibility of 
strong competition for the viscashartineess of complete 
aircraft. For the moment, the British have the gas 
turbine field to themselves. But it is rash to assume 
that because they have lagged in the past, the Americans 
are incapable of building gas turbines. If airframe 
manufacturers in America were to buy British engines 
now, they could probably put converted aircraft on 
scheduled freight runs within six months, long before 
a British manufacturer could deliver one of the new 
aircraft. The recent talk of selling large numbers of 
aircraft to American airlines is, therefore, too hopeful. 
The American lines would need Government permis- 
sion to operate foreign aircraft, and are unlikely to ask 
for it if there is any chance that their own manufacturers 
can supply similar machines. 

* 


British manufacturers who have lately visited the 
United States think that the effect of American national 
pride is underrated here ; even the licensing of British 
developments, although it takes place, is resented It 
is true that some American airlines are taking a more 
businesslike interest in British aircraft than was expected, 
but there is a feeling that, if they do buy one or two, it 
will be to examine them rather than to use them as 
replacements for American aircraft. The British firms 
may be exaggerating the difficulties of the American 
market. Their technical lead is very strong, the prices of 
their aircraft are more than competitive, and on the face 
of it they should gain an entry—provided that they can 
deliver earlier than the Americans. Time has always 
been the key to aircraft sales ; and from this point of 
view it is unfortunate that both Vickers and Armstrong- 
Whitworth, whose aircraft fit into the existing traffic 
systems, have been left in such uncertainty about 
orders that it will now take them time to get into pro- 
duction. The Comet, which has escaped this disadvan- 
tage, cannot operate on crowded routes without a 
reorganisation of ground control. Hopes that the 
Ministry of Supply would arrange to give manufacturers 
partial cover for the cost of going into production appear 
to have come to nothing. It is regrettable that much 
time has already been lost. 
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Cable Complexities 


I NITIAL reactions to the scheme announced by Cable 
and Wireless (Holding) this week have been mixed, 
and, on balance, unfavourable. It is not that the scheme 
introduces any major changes of thinking on the part 
of the board. The directors propose, as they promised 
last April, to distribute a “ substantial portion ” of the 
compensation received from the Government for the 
operating company. Indeed, they have gone further, 
and are proposing to distribute practically the whole of 
it. Nor can it be said that the scheme fails in its balance 
of treatment of the various classes of stockholders. That 
may be a hard saying for the holders of the 5} per cent 
preference stock, but their prospects of obtaining more 
than par in the event of a liquidation were never high, 
and in recent months they have faded out completely. 


Within these limits, the scheme is ingenious and 
reasonably presented. It is based on two main prin- 
ciples. First, substantially the whole of the compensa- 
tion money is to be distributed; and secondly, it 
contemplates the continuance by the company of its 
present investment business. On the merits of the pro- 

1 to continue the investment business, discussion is 
eft to a later part of this article. But the intention 
involves three considerations which the directors outline. 
The Holding company must, in future, have a simple 
capital structure, and in this there is obviously no room 
for a preference stock carrying a 53 per cent dividend. A 
fair balance between the various classes of stocks must 
consider the special position of the Eastern Telegraph 
preference stock. And, finally, the ordinary stock- 
holders should have the promise of a satisfactory yield 
on their investment. 


The first stage is to repay the existing {16,766,591 
of 54 per cent preference stock at par. That is the 
holders’ right in a liquidation. But to mitigate this loss 
of a high yielding security, preference stockholders are 
offered a “ modest share in the award” in the form of 
an option to receive instead £65 in cash plus {£40 
(nominal) 3 per cent Savings Bonds 1960-70. These 
bonds now stand at 94, so that the attraction of the 
option is at present no more than £2 12s. per cent and 
rests, eventually, on the attitude of preference stock- 
holders towards holding a stock with 20} years still to 
run 


As for the ordinary stock, it is proposed, first, to dis- 
tribute £125 nominal of 3 per cent Savings Bonds 1965- 
75 for each {100 ordinary stock now held. At the pre- 
sent price of 92, the Savings Bonds would be worth £115 
for each {100 of ordinary stock. Further, it is pro- 
to exchange each £100 of ordinary stock (there 
is £6,883,103 in issue) for £75 of a new 4 per cent 
pemneet stock and £75 of ordinary stock. This will 
volve a bonus distribution of 50 per cent, which would 
have to surmount the ban lately imposed by the Capital 
Issues Committee. 


The next stage is the repayment of the {2,000,000 
of Eastern Telegraph preference stock. This is to be 
paid off at 150, absorbing {2,000,000 in cash and 
£1,000,000 in 3 per cent Savings Bonds 1960-70. The 
argument here is that Eastern Telegraph has net assets 
of almost £14 million, which might have been paid out 


in dividends to the ordinary stockholders (which means 
as to 99 per cent to the Holding company. The 
directors hold that the company should continue in 
being, but with a smaller capital. In a liquidation, it 
is probable, though not certain, that Eastern Tel 
preference stock would rank part passu with the ordinary, 
The point could only be finally determined by litigation, 
and the directors are proposing as a fair compromise that 
the stock should be repaid at a 50 per cent premium, 


These are the main features of the scheme. There 
are complicated intergroup liquidations and reductions 
of capital which are consequential on the main sc 
and are chiefly designed to leave all the seven under- 
lying cable companies in existence with uniform capitals 
of £100,000. The main point of public consequence 
here is that the Eastern Telegraph debentures 
(£4,000,000 in all) are to be repaid at 3 per cent 
premium; the stocks have no fixed date of redemption. 

If the scheme is adopted, the balance sheet of the 
re-formed company will have the following appear- 
ance : — 

Vatues as at Aucust 31, 1949 


£ 
4% Pref. Stock.... 5,162,327 Land and buildings. shen 
Ord. Stock .....<..« Si62337 Quoted Investments 11,263,635 
Sarnia... seis n.05 3,859,296 Unquoted invests:—- 
Cables Inv. Trust 
ORES . Fs s daik. 1,085,000 


322,634 

Net current assets.. 14,123,241 
Less Cash for Pref. 
and Deb. repay- 

PRGOES x os’ «ss — 15,752,232 


£14,163,950 {14,163,950 


What the scheme proposes, therefore, is to retain the 
existing corpus of investment holdings, and to distribute 
practically the whole of the compensation stocks. That 
will provide a portfolio of {10,600,505 of quoted invest- 
ments other than Savings Bonds, and £532,405 of 
investments quoted on Stock Exchanges abroad. There 
will be £3,407,634 of unquoted investments, of which 
rather less than one-third consists of the holding of 
Cables Investment Trust ordinary stock. No informa- 
tion is provided in the scheme about the nature of 
the investment portfolio ; to expect a list of individual 
holdings would be asking for a good deal, but stock- 
holders would have been assisted in judging the scheme 
if they had been given some analysis of the holdings, by 
industry, country, or class of security. The circular 
declares that “ it can be stated with confidence that the 
group has an organisation and accumulated expert know- 
ledge which would be wasted by liquidation.” That is n0 
doubt true ; but although the further claim is made that 
the business of the Holding company since 1928 has 
ae been that of the management of investments, it 

as not been to this side of the business that stockholders 
have been in the habit of looking, and it is about this side 
that they know least and have been told least. 


In terms of prospective earnings, the scheme shows 
tolerably favourable prospects for ordinary stockholdess. 
In exchange for their present income of £4 per £100 
stock, they can expect {£9 15s. (assuming a minimum 
4 per cent dividend on the new ordinarv stock out of 
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ive earnings of slightly over 7} per cent). But 

it is not to prospective income that many of the ordinary 

stockholders are looking. They are looking to prospects 

under a liquidation. The directors argue, as they have 

done before, that liquidation would destroy the existing 

isation, and would involve difficulties in liquidating 

a portfolio which includes some securities acquired “ as 

sound long-term investments without any particular 

to marketability in the accepted sense.” They 

claim that liquidation would have to be prolonged, and 

might well leave shareholders in the end with a total 

sum “substantially below the estimates of break-up 
values made in some quarters.” 


But that, surely, is not quite the point. A more 
realistic standard of comparison, in this context of capital 
values, would be the prospective market price of the new 
ordinary stock, rather than unofficial estimates of the 
break-up value of the portfolio. If the Savings Bonds 
are taken at their present worth of £115, the £75 new 
preference stock at par, and the new ordinary stock, on 
a§ per cent yield basis, at £60, it might be worth £240. 
The market’s scepticism about such calculations (the 
ordinary stock fell to £230 after the scheme was pub- 
lished) is apparent. What, in fact, is being offered to 
ordinary stockholders under the scheme is an opportunity 
to remain invested on a prospective yield basis of slightly 
over 4 per cent. And if, as frequently happens with invest- 
ment trust equities, the market value of the new ordinary 
stock were to settle appreciably below its break-up value, 
there would be a fall in the total value of the new holdings 
offered in exchange for the existing stock. 


Ordinary stockholders should not be put off from a 
liquidation, if they regard it as desirable on broader 
grounds, by the argument that liquidation would be 
prolonged and might be disadvantageous. With the 
long and successful history of the E. D. and R. N. 
Realisation companies in mind, they can afford to dis- 


1023 


count such objections fairly liberally. But the question 
whether to liquidate rests, indeed, on wider considera- 
tions than this. The fact is that stockholders know and are 
told comparatively little about the one matter which is 
relevant to the scheme. Can the board of the new com- 
pany be expected to invest on behalf of their stockholders 
to better account than they can invest for themselves ? Is 
£100,000 out of a net annual income of £725,000 an 
economic loading for the services which the board have 
to offer ? If ordinary stockholders were to decide in 
favour of liquidation, the question of the rights of the 
Eastern Telegraph preference stockholders would have 
to be submitted to the courts, and the outcome would 
be prolonged, uncertain, and perhaps costly. There is 
no clear and unequivocal answer in favour of liquidation 
to be gained from estimates of how ordinary stockholders 
might fare. There are still the unrepentant bulls of the 
ordinary stock who think they might do better in a 
liquidation. There are other holders of the ordinary 
stock who would be quite content to leave their interests 
in the hands of the board, to take their annual income 
and to leave capital values to look after themselves. The 
Ordinary Stockholders’ Committee have announced that 
they will oppose the scheme, and will shortly put out 
their reasons. For the average stockholder, the scheme 
itself seems still to leave open the broad question of 
principle whether liquidation is preferable to continua- 
tion as an investment trust. His decision might have 
been easier if he were given specific proof of the advant- 
age to be gained from the latter course. It is perhaps the 
real weakness of the scheme, fair in detail though it is, 
that its arguments against liquidation are not supported 
by greater factual evidence. After all, the responsibility 
for administering one of the biggest trust portfolios is 
not a light one ; general claims of expertise in investment 
practice are admissible, but clearer evidence of past ad- 
ministration and the present position of the funds would 
do much to enhance them. 


Business Notes 


What Next on the Sterling Balances ? 


Discussion of the problem of the sterling balances is 
now likely to remain in the limbo until the outcome of the 
joint talks between Britain and the United States is known. 
These talks, as Lord Pakenham announced in the House of 
Lords this week, are due to begin before the end of November 
and preparatory work for them is now going on in London. 
It has been widely reported that the United States will press 
for some sort of a defnitive solution to the problem this time 
and may even be ready to share with the British Government 
the task of grasping the nettle from which Dr Dalton recoiled 
after the Washington loan negotiations in 1945. 

If some detailed plan is really being worked out behind the 
scenes, recent official comment in London, Delhi, Karachi 
and elsewhere can be excused its terseness and apparent 
lack of substance. Sir Stafford Cripps’s rather vague state- 
ment in the Economic Debate really boiled down to nothing 
more than an admission that Britain cannot afford to continue 
Tepaying war-accumulated debt at the same rate as hitherto— 
despite the Government’s recognition that it is in the general 
interest that less developed areas should not be hampered, by 

of capital, in their attempts to contribute more to their 
Own support. The response of the creditor countries to this 
statement—to judge from such official and semi-official com- 
Menis as have been made in public—has generally been 


pitched in the same moderate key, although each creditor 
naturally puts first the need for local development, and 
concedes Britain’s present inability to maintain the rate of 
payment merely as a tempering condition. Comment of this 
sort is quite reconcilable with the suggestion that a request 
is to be made to the United States to share the burden of 
debt servicing with Britain. It is also, however, recon- 
cilable with a desire on the part of both creditors and debtor 
to continue the present disastrous policy of keeping the whole 
problem in respectable hibernation throughout the winter, 
and fighting each battle away from the public eye—in the 
separate negotiations which in the past have taken place in 
the two months following midsummer. 


Meanwhile, a written answer in the House of Commons has 
revealed that total releases from the sterling balances in the 
first three quarters of this year amounted to £206 million 
—equal to some 15 per cent of the total value of exports 
and re-exports in that period. This figure can be compared 
with the releases of £267 million in the whole of 1948 (which 
included the £40 million released to Argentina in connection 
with the railway deal), of £156} million in 1947 and of {5 
million in 1946. It can also be compared, rather ruefully, 
with the annual release of £43 million tentatively anticipated 
as a reasonable rate of release at the time of the Washington 
loan agreement. 
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Two Reports on Simplification 


The second of the group reports of the Anglo-American 
Council on Productivity* deals with simplification: the 
benefits to be derived from “a policy of deliberate reduction 
of variety” in the materials, intermediate components, and 
end-products. of manufacture. “In our present economic 
situation,” observes the foreword, “ high productivity and 
low cost acquire a new importance.” It is unfortunate to 
open a specific and useful industrial study with a general 
fallacy of this kind. The importance of high productivity 
and low costs is not new; it has been overlooked. One 
consequence has been that the general impulse towards the 
simplification of production in Britain has been unnaturally 
weak ; and no short-term impulse, applied to meet a need 
which is conceived as temporary, can replace it. 


The report shows how in the United States competitive 
pressure, the “cost-conscious climate,” and the general 
obsession of industry with high productivity have long been 
impelling the manufacturing community towards simplified 
processes and, in each plant, a narrowing range of pro- 
ducts turned out on a growing scale in long runs. It 
gives instances of the manner in which this has been done in 
various industries. It describes the official and trade agencies 
concerned with standards in the United States and shows how 
the receptive attitude of American manufacturers makes the 
pressure applied by these institutions so readily effective. 
Decisive, perhaps, is the relationship between industry and 
the consumer—who, while he gains in lower prices, loses 
through the restriction of his choice. American industry 
makes a deliberate effort to convince the consumer that the 
advantages of simplification to him outweigh the dis- 
advantages. 

* 


Appropriate marketing techniques are, therefore, an essen- 
tial part of any movement towards simplification. The 
report (HMSO, gd.) of the Committee under the chairman- 
ship of Sir Ernest Lemon, which was appointed by the 
Minister of Supply to consider the standardisation of engi- 
neering products, shows awareness of this: 

Manufacturing industry should ensure that its commercial 
and selling policy pays due regard to the overall savings 
which accrue when production is concentrated on a 
standardised or simplified range of products. 

The Lemon committee discards any idea of compulsory 
standards, but makes suggestions designed to render British 
industry more responsive to change: the readier publication 
by large firms of the standards in use by them ; a greater 
readiness (by, among others, “ industries under public con- 
trol”) to consider other using and manufacturing interests 
instead of determining standards unilaterally ; a bolder and 
more energetic policy by the British Standards Institution. 
It also points out that standardisation and simplification 
usually require the spending of money on re-equipment, and 
urges that the Government “ should consider whether it is 
possible to amend taxation in this respect.” This is shrewd ; 
exhortation will not replace incentive, nor will it overcome 
fiscal deterrents. 


* 7 2 


International Commodity Clearing 


The most important item on the agenda of the Food 
and Agriculture anisation conference which meets in 
Washington on November 21 is the proposed International 
Commodity Clearing House. This new organisation (of 
which an outline was given in The Economist of October 1st) 
is intended to be a public tion with a capital equiva- 
lent to $5,000,000 Comsteected by member countries in their 

ional currencies. Its function would be to sell surpluses 
of food and other agricultural products to importers, to be 


* Simplification in Industry. Anglo-American Council on 
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paid for in the importer’s currency or at a 

reduced price in the currency of the supplying country, Ther. 
is, oddly enough, nothing in the scheme about the prices tj 
be used. To take a specific case, the ICCH would enable 
importers short of dollars to purchase surplus dollar goods 
in their own currencies. 


Theoretically, the idea seems attractive, but there are 
many practical obstacles which have first to be overcome 
The Director-General of FAO (Mr N. E. Dodd) has urged 
member governments to be prepared for earliest action 
“Nothing could be more discouraging and disastrous,” he 
has said, “than for the proposal to set up ICCH to be 
approved in principle and then for endless months to be 
wasted while committees intermittently meet to conside; 
details. The world cannot wait for protracted deliber- 
ations. .. . Deliberate action is called for—promptly and 
comprehensively.” This certainly smacks of prejudging the 
issue. It is a proposal, not a plan, which is coming before 
FAO, and it requires deliberation, even if deliberation has 
to be protracted, before it should be translated into action, 
The same tactic has been seen before at various international 
wheat conferences and in commodity discussions where the 
United States had an interest or a desire for immediate action, 


The basic principle of the scheme is that countries with 
surpluses of agricultural produce would be willing to sell 
them for inconvertible currencies. But will the United 
States or even Canada accept sterling now in payment for 
their surplus products ? If countries were willing to accept 
inconvertible currencies in payment, where would be the 
need for a new and expensive organisation such as the ICCH? 
If the scheme were put into operation, within a relatively short 
period the ICCH would use up its capital contributions of 
hard currencies and accumulate a vast sum of soft currencies, 
What happens thea ? Are the soft currencies forcibly made 
convertible into gold or dollars or does the ICCH have a 
bonfire of, say, sterling bilis every twelve months ? 


The member governments of FAO would be well advised 
not to take the Director-General’s remarks as being the 
final word. Two major matters remain. First, it is idle to 
suppose that the ICCH would be a first stage in the return 
to convertibility of soft currencies into hard. It is more 
likely to reinforce the very factors which keep the two cur- 
rency systems apart Secondly, at what level of prices do the 
various products become surplus and who is responsible for 
fixing prices so high that surpluses become inevitable ? 


* * * 


Industry and Exports 


Electricity During the Winter 


The early start of electricity cuts suggests a difficult 
winter ahead. Economy warnings have been broadcast 
daily since the cold weather began, and on October 28th 
20 per cent of the load was shed. In fact, the electnicity 
supply position ought not to be any worse than it was last 
year. By the end of 1949 between 700,000 and 800,000 kw of 
new generating capacity will have been installed in the year; 

00,000 kw of this is already in operation. Since demand 
increases at the rate of about 700,000 to 800,000 kw a yea, 
this year’s new construction will have done no more thas 
maintain the status quo. 


In normal circumstances, the power cuts should not have 
been necessary so soon. Total generating capacity is about 
12,000,000 kw and the peak demand nine days ago was 
probably a little under 9,200,000 kw. But 25 per cent of the 
generating plant was out of service. All plant needs an annual 
overhaul, and as much plant as possible is taken out of com 
mission during the spring and summer in order that the bulk 
of it will be back in service during the peak winter months 
Normally, January sees the peak of the winter loads, but 
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SWEDEN’S REACTIONS 
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Scotland : An Economic Survey 





THE BANKER for November, with 
contents as above, Is available from your 
newsagent or from 72 Coleman Street, 
Price 2/6d. 








~~ Sy Paid for in Dollars 


Rubber and tin from the East are two of our major dollar earners 
~there are many others in this area—and the Chartered Bank’s 
wide network of Branches assists British business men in 
expanding this valuable potential and also earns dollars for 
Britain in the form of invisible exports. Eastern merchants and 
Prospective traders are cordially invited to discuss their plans 
with the Managers of any of our offices in this country, and we 
shall have pleasure in placing our comprehensive Eastern 
service at their disposal. 


The Chartered Bank of India, 
Australia and China 


Uncorporated by Royal Charter in 1853) 
HEAD OFFICE: 38 ee ee E.C.2. 


Manchester Branch: 52 Mosley 31 Street, Liverpool Branch: 
a7 

Derby Hi Boag ndon) Brand pp “street, ewempats 2 
New Y roadway, New ee 


The Bank’s branch oe under ‘mer Brits encnmneent directed from London, serves 


November 


By November manufacturers have completed 
delivery of their Christmas orders and, although 
the large demand for exports must be met, the 
children at home will not be forgotten. A great 
nation of shopkeepers is preparing to put goods 
into its shop windows, and bankers make ready to 
meet heavy seasonal demands upon their services. 
Whichever side of the counter will be your concern 
during the Christmas shopping season, you can 
depend upon the service of the Midland Bank, 
whose wide commercial experience is available at 


over 2,000 branches throughout England and Wales. 


MIDLAND BANK LIMITED 
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last winter’s peak did not-occur until March, and this delayed 
the start on overhauls. 

The weather will decide what is to happen as the winter 
goes on. Not more than go per cent of generating capacity 
is likely to be in operation at any one time. Even in January, 
when it is planned to have all possible plant working, five 
per cent is scheduled for overhaul. Since much of the plant 
is old, it is thought reasonable to assume that another five 
per cent will be out of operation for mechanical reasons. 
If the winter is mild, the position will be the same as it was 
last year when there was very little load shedding ; if it 
is normal, a gap of 1,000,000 kw can be expected between 
peak demand and peak supply. If it is severe, the gap will 
be one of 2,000,000 kw. 

* 


The British Electricity Authority emphasises that the peak 
loads occur for only four hours of the twenty-four. In the 
off-peak hours there is plenty of generating capacity, and no 
fear of a fuel shortage at the power stations has arisen. A 
campaign has lately been noticeable, one apparent purpose 
of which is to stimulate consumption, especially domestic 
consumption, in these off-peak hours. This seems ill-advised ; 
the effect may well be to increase peak load demand as well. 
Appeals for economy in peak hours, unsupported by incen- 
tives, have yet to achieve table success with the 
domestic consumer, 


* * * 


The Capital Cuts in Electricity 


When Sir Stafford Cripps said in the House of Com- 
mons that the largest proportion of the {£25 million cut to 
be made in the fuel and power investment programme was 
to fall on electricity, he made it clear that the new power 
stations would not be much affected. The British Electricity 
Authority is building 38 new stations and extending 43 
more. Apart from the national need for more generating 
capacity, most of this work is in hand and can hardly be 
suspended. Each project takes from four to five years to 
complete, so what economies can be made are in those 
marginal schemes which are not likely to be started yet. 
The bulk of the economies falls on the plans of the fourteen 
Area Boards for improving distribution. It is easy to show 
immediate savings on some projects. 

The Area Boards, which are responsible for distribution, 
had planned to spend £150 million on improving distribution 
in the next three years. But while some of this money was to 
be spent on rural electrification, most of it was to be used 
for the improvement and strengthening of existing networks. 
Cables in some industrial towns are carrying loads far heavier 
than those for which they were designed, and the danger of 
breakdowns in these networks grows more acute as generating 
capacity is enlarged. There is reason to suppose that this 
danger is not negligible, and that—even without the capital 
cuts—it would have persisted for at least two years more. 


The capital cuts are still being worked out in detail, but 
as they stand at present they involve a reduction of a third 
in the combined programmes of the Area Boards. Even if all 
the rural electrification projects are dropped immediately, as 
seems likely, it will still mean that the programme of work 
on the town distribution networks has to be spread over 
four or five years, and that, long before it is finished, a sub- 
stantial amount of new generating plant, imposing addi- 
tional burdens, will be in operation. It would be wrong to 
suppose, therefore, that these cuts can be made without 
affecting the electricity expansion plan as a whole. 


* * *® 


Export Coal Prices 


The resentment expressed in Denmark this week at the 
increases in export prices for some grades of British coal 
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is too strong to be dismissed lightly. It can, no doubt, be 
argued that this is merely one of many changes in the Price 
structure of the European coal trade which can be expected 
to follow from devaluation, and that in these changes the 
movement of Polish and German prices is proving even more 
unfavourable to the consumer than the movement of British 
prices. But if Britain does not wish to pay more for Danish 
goods, some care needs to be taken to avoid the appearance 
of demanding more for British goods as a result of devalua- 
tion ; and the same argument applies to trading relations with 
other countries. 

Devaluation has tended to raise the prices of German and 
Polish coal to the European importing countries, and to put 
Britain in a more favourable competitive position than before. 
Export prices for Ruhr coal are quoted, not in marks, but 
in dollars. Without a deliberate revision of the German 
price lists, German coal would automatically have become 
dearer ; and further, the existing differential between German 
inland and export coal prices would automatically have been 
widened. To avoid this, and to meet the requirements of the 
Allied High Commission, the German government produced 
a new price list in which dollar prices were generally reduced, 
But the opportunity was taken to adjust the relative prices 
of certain qualities ; for instance, Ruhr coking fines were 
increased in price relatively to other qualities, and metal- 
lurgical coke was reduced. At the same time the transport 
charges for long rail hauls within Germany were increased; 
Denmark has now to pay three marks a ton more for carriage, 
and Germany’s customers in southern Europe have to pay 
eight marks a ton more. In the upshot—and because the 
mark was not devalued to the same extent as sterling— 
German coal prices are now slightly higher than British; 
before devaluation the British prices were the higher. 


The. National Coal Board has not embarked on any general 
increase in coal export prices as a result of devaluation; 
apparently, however, it is taking the opportunity to change 
the price relationships between the different qualities. Thus 
the qualities of British coal most in demand (large screened 
coal, some gas coals, and the better grades of anthracite) will 
become dearer, and the qualities least in demand will become 
cheaper. The trouble is that for many individual customers, 
and even.for some importing countries, this is indistinguish- 
able from a price-raising policy. It is accepted less readily 
from a state monopolist than it might be from individual 
business firms in competition with one another ; and it excites 
unfavourable reflections on the disparity between British coal 
prices for the home market and for export. 


* * * 


Development Councils Debate 


The prospects of usefulness of development councils, 
and the merits of the Government proposals for any particu- 
lar industry, tend to be obscured by the more topical question 
of whether the Government will get its various proposals of 
this kind through in the lifetime of the present Parliament. 
The Commons debate on Tuesday, in which the draft order 
for a development council for the clothing industry was ap- 
pruners showed the bulk of the clothing manufacturers to be 

ostile to the proposal, and the Government to be dete 

to force it through. In the circumstances, the debate was 8 
good deal concerned with whether or not the Government 
had gone back on its original intention of seeking to create 
development councils by co-operation rather than by 
command, and whether or not the Opposition had ab é 
its original attitude of benevolence towards the Industrial 
Development and Organisation Act. 


This was unfortunate. There was no great dispute about 
the improvements in the clothing industry which are desired; 
the better use of labour, export promotion, sta 
quality, better training, and the mitigation of seasonal fluctua 
tions in employment. But, although the President of the 
Board of Trade stated these commendable rurposes, it W 
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excites 9 For all information concerning the Canadian N 1779 Samuel Crompton, a mill worker, invented his 
| ; International Trade Fair please consult . 7 * i” . ei “ 
sh coal Ff Miss M. A. Armstrong, Exhibitions Representative, spinning “ mule ” — an invention that was to bring 
Canada House, Trafalgar Sq., London, §.W.1. Tel. Whitehall $704 e 4 i ; 
or pour aquling Citeitins Setilimentaatthl untold wealth to Britain. But in those days textile workers 
ae ‘eld Natit, Sraetice Govemennet Trade feared that the “ mule” would throw them out of 
GLASGOW: J. L. Mutter, Canadian Government Trade employment, and Crompton was compelled to hide it in 
Commissioner, 200 St. Vincent Street. * . ° 7 
E BELFAST: H. LE. Priestman, Canadian Government Trade order to save it from destruction, Nevertheless, Crompton } 
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suncils, FP ee ae ee persevered with faith and courage. Gradually the con- El 
naar , ‘ : fidence of the workers was assured, and Britain’s mighty a 
st | Canadian International | ‘sie inswsy is te reso. i 
iament. ff Crompton’s dogged spirit lives in Britain today — not at 
5 & 
on ; Dade Kair least among the men who are ae +4 é 
tobe ff successfully struggling to : 
mined =f MAY 29 — JUNE 9, 1950 overcome the nation’s elec- i 
oo tricity shortage. Already a 
» create electricity may be used freely t 
an by at all times except at peak : 
indone TORONTO CANADA hours, and continually new || | Films can be used to spread e. 
dustrial cares eats i) knowledge of the latest applica- ae 
DEDICATED TO THE PROMOTION OF INTERNATIONAL applications of electricity are | ve naar The a i 
oak ‘ tt a 
: TRADE BY THE GOVERNMENT OF CANADA bringing greater efficiency to | in pea eet Ranenneres e 
* * at your Electricity Service 
desired; our factories and new com- || Centre for further particulars, 
ards of forts and conveniences to |} {7 write 14 the Elecieical Srey 


of the our homes. ill, London, W.C.2. 
jt was 








5 








eae ag 
F rs ys 






SAE aie anata at Soondh weitere aA ne 
paren wer enn PP ralerainn eegenee 


etait en ean 
* 


Position * > 
:° C2 Ske peat RSS S 
: s i 


not easy for him to show that the development council will 
bring them about. If the iment fails, it will not be an 
levy of perhaps £100,000 
a year (not more than {£150,000 in any one year, but not 
more than £300,000 in any period of three years) will be 
raised to pay for it—and, as Mr Wilson at one moment 
appeared to recognise, it will very likely be the consumer who 
finally pays. It is fair to ask for a reasonable prospect of 
success; and if, as now appears certain, the development 
council is imposed on a hostile trade, what are the prospects 
of success ? 

The fact seems to be that the feeling in favour of this 
type of centralising movement in the non-nationalised indus- 
tries has largely been di since the Government’s early 
days. It is no gibe against the efforts of the Board of Trade 
to say that the attempt to get industrial interest and support 
for development councils has to a large extent failed ; but 
this is so. The Government’s central purpose was to create 
for each industry “ one res body of persons who can 
speak for all interests in industry with a single voice ”; 
and this, administratively attractive though it is, assumes a 
desire for unanimity which industries do not always feel. 
The clothing trade with its many diversified and unrelated 
groups does not feel itself to be a single industry at all. 
Other trades are less anarchic, but still may not wish to be 
organised by law. Right or wrong, their feelings are a rele- 
vant fact which it is foolish to brush aside. 


* * * 


Appointed Day for Road Haulage 


The Minister of Transport has now made an order, 
fixing the appointed day for the 25-mile limit for road haulage 
as February 1, 1950. After that date goods may not legally 
be carried for hire or reward beyond a radius of 25 miles 
from the operating base of the vehicle. To this general 
restriction there are certain exceptions. These include the 
special traffics (such as bulk liquids, furniture removals, and 
abnormal and indivisible loads, among others) for which 
exception is made in the Transport Act itself. 

Hauliers will be able to exceed this distance restriction 
if they have permits from the Road Haulage Executive to do 
so. The Act made provision for the issue of “ original 
permits” to protect the position of hauliers who were 
operating in November, 1946. The provisions are compli- 
cated, but their broad intention is to provide a free period 
in which the 25-mile limit may be exceeded, provided that 
application for a permit has been duly made. But although 
it is stated that 17,000 applications for such permits have 
been made, the area of the industry to which they apply has 
been greatly reduced, for already some 30,000 road vehicles 
have been acquired by the Transport Commission out of a 
total of 40,000, and all notices for compulsory acquisition 
will have been served by the end of this year. 

The fixing of the appointed day represents the most 
important stage in the long process of taking over road 
haulage by the Executive. The long shadow of restriction 
envisaged under the Act will in due course become actual 
and effective. It will then remain to be seen how the Road 
Haulage Executive uses its full powers. At present its work 
of integration is in an early stage. The road undertakings 
are being operated very much as they were acquired, but the 
study of flows of trafic which is now being conducted will 
presumably lead to reorganisation of services and the deter- 
mination of systems of charges (in conjunction with new 
charging schedules for the railways) will put the theory of 
co-ordination to the test in the next few years. It is 
important that, in the meantime, no threat to the freedom 
of the “ C” licensed vehicle should be tolerated. The Com- 
mission and its Executives have powers of near-monopoly 
which should suffice for the discharge of their duty to provide 
an. efficient and adequate.system of public transport. 
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Restriction on Cotton Yarn Exports 


At the time of devaluation, the Chancellor of the By. 
chequer suggested that the change in the dollar-ster}j 
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itself provided a sufficient incentive to British traders ay 
their goods to hard-currency markets. If this is generally 
true, cotton yarn is an exception, as the action taken b 
the Board of Trade this week demonstrates, After ct 
sultations in Manchester on Monday between the Board of 
Trade, the Cotton Board, and representatives of the spinners 
and doublers, it was announced that the issue of e 
licences for cotton yarn for soft-currency markets was being 
stopped for the time being. 


Interference of this kind with the pattern of export trade 
is unwelcome, even though the reasons behind it may haye 
been compelling. It was noticeable before devaluation tha 
yarn exports to some soft-currency countries were increasing 
rapidly. Yarn exports to Pakistan rose from 1,500,000 |b. 
in the second quarter of 1948 to 5,100,000 in the second 
quarter of 1949 ; exports to Holland rose from 400,000 Jb, tp 
2,400,000 lb. in the same period. Since devaluation the 
pressure for British yarn from soft currency countries has 
been further intensified. The reason is easy to see; the 
expenditure of sterling on yarn saves the expenditure of 
dollars on raw cotton, and devaluation has automatically 
made the shortage of dollars more acute in many countries 
which have cotton manufacturing industries to keep going 
Britain, for its part, is not anxious to turn its dollars into 
soft currencies by re-exporting American cotton at an early 
stage of manufacture. But it is regrettable that no way could 
be found of warding off this abnormal demand without 
forcing the more permanent foreign customers to look else- 
where for their supplies. 


* x ® 


Emphasis on Tankers 


Little change in the tonnage of ships under construc- 
tion is recorded in the September quarter returns of Lloyd’s 
Register of Shipping. United Kingdom shipyards have in- 
creased their work in hand by 52,209 tons gross, and are now 
engaged on building 2,095,217 tons of new shipping. In 
the rest of the world, tonnage in hand increased by 109,460 
tons to 2,512,522 tons. Thus, the British proportion of the 
world total remains at just over 45 per cent. There are no 
returns for Germany or the Soviet Union, and none on this 
occasion from China. Fuller information about activity in 
Japanese yards, however, shows that 46 vessels, totalling 
137,760 tons gross, are being built, and 13 of these are of 
4,000 tons or more. Of the present British output, some 
765,812 tons, or nearly 37 per cent, are for foreign owners; 
292,788 tons are building for Norway and 102,893 tons for 
Argentina, but only 13,900 tons for the U.S.A. and 64,010 
tons for Panama. 


The statistics still show a rapid increase in the propor- 


- tion of tankers.- Six months ago 1,526,823 gross tons of 


_ tankers (of more than 1,000 toms) were under construction 
in the world. By the end of June the tanker total had risen 


to 1,667,000 tons, and last quarter it increased further by 


~ over 241,000 tons to 1,908,167 tons gross. In the United 


Kingdom, tankers under construction increased by 161,021 
tons gross during the quarter, making a total of 894,385 tas, 
or nearly 200,000 tons more than six months ago. They now 


represent about 45 per cent of the tonnage of all merchant 
| ships under construction in British yards. Few passenget 


ships remain on the stocks, the postwar replacement of cargo 
liners is being worked off, and the reconversion programm 


_ is nearly’ completed. Unempl ent is appearing, par 
ticularly in the finishing trades, but this must be regarel 
_ as the inevitable shedding of extra labour drafted into ® 


{ 


_ industry to meet the abnormal demands of the war oe 


war years. For some time to come the industry } 
able to offer good employment for a normal labour force, for 
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Gra cious Tiedes g 


To be gracious in the dining room, a hostess must be sure that all goes 
well in the kitchen. Cooking for a houseful of people is quite a business in 
these days and any woman appreciates the blessing of a reliable range. 


The Advance Cooker No. 1 provides sufficient hotplate and oven space 
for twenty people—or even thirty with an auxiliary oven. It will burn 
night and day with the minimum of solid fuel, replenished only once in 
twenty-four hours—or twice when using coke. In the morning, the 
kitchen is warm, the fire is quickly revived and cooking temperatures 
reached in a very short time. This is a range to save time, work, health 
and temper. It brings a new joy to cooking—the Advance Cooker No. 1. 
Write for folder No. 34 which tells you all about it. 
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FENNER V-BELT DRIVES ARE USED 


On individual On drives from On special Che 
| drives from motors motorstoline- drives, | 
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You can increase production and reduce costs by fitting 
Fenner industrial V-Belt Drives te your machinery. You 
a j can improve the appearance of mass-produced driven 
Your enquiries for floor-coverings, and machines such as compressors on refrigerators and the 
. . 02s ice moving gear on washing machines by fitting Fenner 

for any assistance are cordially invited. Fractional Horsepower V-Bek Drives, Our drives can he 
used on moving shafts of any diameter. An enquiry to 
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it has about 3,750,000 tons gross on the order books, includ- 
ing work in hand. 

What worries managements and men, however, is that 
total business in sight is considerably smaller than it was a 
year ago. In recent months new contracts have been coming 
in much more slowly than completed ships have moved out. 
Completions amounted to 339,862 tons in the quarter, while 
in the same period 336,985 tons were launched and work on 
401,850 tons was started. So far this year about 990,000 
tons have been completed, 958,000 tons launched and 964,000 
tons begun—figures equivalent to an annual output of about 
1,250,000 tons gross if the rate is maintained. Thus present 
orders should occupy the yards fully for about three years 
more (in the case of particular builders, of course, the period 
might be less), and then a rapid decline in activity will be 
threatened unless the industry can attract further orders. 


Finance and Banking 


Sharp Rise in Bank Deposits 

The clearing banks’ return for October shows an appre- 
ciable rise in published deposits, and a much larger rise 
in “net” deposits. These, computed in the usual way, by 
excluding the disclosed items in course of collection, rose by 
£79 million on the month, to £5,868 million. Even this 
increase, however, certainly understates the true rise, since 
the September figures were heavily distorted by the accumu- 
lation of cheques in course of clearing caused by the sudden 
post-devaluation closure of the banks. This distortion, as 
noted here last month, naturally affected not only the pub- 
lished items in course of collection but also the inter-branch 
transit items which most of the banks group in their balance 
sheets with their advances. Most of the {37.7 million rise 
in the advances item in September was understood to be due 
to this extraneous factor. If allowance is made for this, the 
true increase in deposits during October must have 
approached {110 million, compared with an increase of £84 
million or less in the corresponding period of last year. 


Similarly, the fall of just under {2,000,000 in the advances 
item obviously conceals a large increase in loans and advances 
as such. Because of the distortion of the September figures, 
the trend of advances can best be gauged by considering the 
movement over the past two months: between August ane 
October this year advances rose by £35.8 million, compared 
with increases of £28.3 million in the similar period of 1948 
and {29.8 million in 1947. Evidently, the latest increase 
arises from seasonal needs, and does not yet reflect the in- 
creased demands which are likely to arise from the effects of 
devaluation upon import costs and upon the prices of raw 
materials. The trend of advances in recent months does 
not, of itself, suggest that there was any need for the new 
directive to the banks which the Chancellor announced last 
week. The advances total, at £1,466 million, is now roughly 
£111 million above its corresponding 1948 level, wheteas in 
January last the increase on the year was over £150 million. 
Over the whole period, therefore, the upward trend was 
decelerating ; and its steeper movement in the past few 
months is sufficiently explained by the difficult conditions 
ruling in the new issue market. 

Of the true increase in deposits, the concealed portion of 
possibly £30 million naturally reflects the demands for 
advances. The remainder—that is, the £79 million disclosed 
increase in “ net” ee eee to be wholly attributable 
to governmental demands. is rise in governmental re- 
quirements is also seasonal and is, indeed, rather less than 
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course, been entirely confined to Treasury bills. <j 
switch from Treasury deposit receipts thas been canta” 
good deal further. During the month, the TDR holdin. ot 
reduced by £158} million to only £744 million, reduci 
ratio to deposits to 12.3 per cent. Simultaneously, calf 
money and bills have both reached new high records and no 
aggregate £1,718 million, raising the ratio to deposits to a 
almost unprecedented level of 28.4 per cent, 


* * * 


Wider Sterling Discounts 


It is a matter of some concern that the discount on free 
sterling abroad continues to widen. The pound note ip 
Switzerland has fallen to SF. 10.65 after showing signs of 
stability at SF. 11.50 three weeks ago—indeed, immediate} 
after devaluation it was quoted at a modest premium. i, 
of course, misleading to attach too much significance to these 
quotations, which are conditioned largely by influences that 
have little to do with the official exchanges. But a renewed 
discount of 12 per cent in little more than six weeks since 
devaluation cannot be ignored. 

The more significant quotations for transferable account 
sterling are hardly faring better. The discount on Dutch 
account sterling has not changed much in the past fortnight, 
but French account sterling has further fallen to a discount 
of 7 per cent and Chinese account sterling is by now below 
$2.60 to the pound. All these quotations are lower still in 
Hongkong, where transferable account sterling can be bought 
for $2.50. These discounts become serious at the point where 


Bank Norte Rates 
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“commodity shunting” is once again a profitable exercist, 
and this point has been reached for a number of exports. 
For manufactures the discount is still too narrow. Motot 
cars, which on occasion had been “ shunted ” before devalua- 
tion, are expensive to ship and there is little fear at the 
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The Office Appliance 
Trades Association 


announces the 


BUSINESS 
BPEUCIEMEY 
BHXAUBUPLOM 


4 


OLYMPIA. empire HALL: LONDON 
9-19 NOV. 1949 


Public Admission 2/6 Open daily 10 a.m.-8 p.m. (except Sunday) 


5, 


LIMITED 


TOTTENHAM, LONDON, N.17. 


_ The Company manufactures the world-famous “ Gestetner”? Duplicating Machine and accessories. It has branches throughout the 
United Kingdom and subsidiary companies or representatives in all parts of the British Commonwealth, in Central and South America, the Far 
East, and many countries in Europe. Extensive servicing facilities are available throughout the organisation. 


SUMMARISED BALANCE SHEET OF GESTETNER, LIMITED, AND CONSOLIDATED SUBSIDIARIES 
as at 3ist August, 1949. 
£ s £ £ 

Issued Capital ve eee a3 tod ote ok 665,918 Fixed Assets, at Cost oe eee ion 840,994 
apital Reserves... aid wi one fy is 176,346 Less: Accumulated Depreciation... 505,091 
Revenue Reserves and Unappropriated Profits ... sie 1,025,261 1 ae 335,903 
Outside Shareholders’ Interests ... Se ae aes 532 Patents and Goodwill jie ‘oap |i lees iis sia 1 

Excess of Current Assets over ties and Provisions 1,532,153 


£1,868,057 £1,868,057 


SUMMARISED APPROPRIATION ACCOUNT OF GESTETNER, LIMITED. 
Profit for year, after providing for Taxation, Depreciation, Staff Insurance Schemes, etc. ... ik i om wits 
Distribution for year :— 
Preference Dividend (7 per cent.) is oa dé oe ee rei ant S34 oi i bi .. Net £10,106 
Ordinary Dividends (30 per cent.), plus bonus (74 per cent.) se ae =n oa nat i ad --» Net 83,205 


£188,889 


93,311 
Retained in the business a ee ps ad 43 oa co sa ci bes aa ii ane wisi ult » £95,578 


ee 


a a 


Extracts from the Directors’ Report are appended :— 

“ The Directors propose to capitalise £403,417 15s. Od. of the General Reserve and issue 1,613,671 “A” Ordinary Shares in the proportion 
of one Share for each S. unit of Ordinary Sse ; the “A” Ordinary Shares thus issued will be converted into Stock transferable in units of 5s. 
each. Export and home market sales increased substantially during the period under review and created a new record. More Gestetner machines 
were throughout the world than ever before. Currency restrictions and import regulations in many countries still put difficulties in the 
way of meeting the increasing demand for Company’s products. The current year may well be a period of consolidation, although there is no 
reason to expect a fall in sales. Your Sales Organisation everywhere are geared to meet any change-over from Sellers’ markets. 

__ “The total expended on Capital Account during the year was £150,391. Your Directors are determined that the Company’s products shall 
continue to retain their pre-eminent position in the business world.” 
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Future of the Australian Banks 


The Australian General Election is now only five weeks 
off and the Federal Opposition parties are making it plain 
that they intend to bring Mr Chificy’s unhappy attempt to 
nationalise the commercial banks into the forefront of dis- 
cussion. They contend that, despite the Privy Council’s 
rejection of the Commonwealth Government's appeal, the 
issue is still a live one, since a new Labour Government 
could carry through the project of bank nationalisation 
without constitutional amendment by re-introducing the 
abortive 1947 Act in a slightly different form ; or it might 
achieve almost the same result by making use of the powers 
granted under the still constitutional 1945 Act to drive the 
private banks out of business. 

From a legal standpoint, these contentions are probably 
correct The Privy Council judgment, after laying down the 
economically satisfactory dicta that banking “ should be in- 
cluded among those activities described as trade, commerce 
and intercourse” and that freedom of trade may be deemed 
to be impaired even where there is no reduction in trading 
volume, went on to discuss what measures of Federal inter- 
vention were ruled out under Section 92 of the Constitution 
(which provides that “ on the imposition of uniform duties of 
customs, trade, commerce and intercourse among the states 

. shall be absolutely free”). It suggested that Federal 
interference might be constitutional if its prime purpose was 
“ regulatory ” (as would be the case, for example, with a ban 
on the carriage of noxious drugs across state frontiers) or if 
restriction of freedom of trade was a remote instead of a 
direct result of Federal action. In other words, although 
it is unconstitutional for any Australian Government to con- 
demn private banks to sudden death, it may be quite con- 
stitutional to strangle them slowly without indecent direct- 
ness. Fortunately, however, it may now be doubted whether 
even a re-elected Labour Government would carry its war 
against private enterprise as far as this—although continued 
competition between the state-owned Commonwealth bank 
and the private banks would have to be expected. The 
original decision to nationalise the commercial banks was 
taken in haste after an unexpected ruling of the Australian 
High Court declaring one section of the 1945 Banking Act 
invalid. In the last few months it has become clear that the 
disappearance of the private banks would weaken instead of 
strengthen central banking control in Australia (since the 
states would then certainly extend their own banking activi- 
ties into the trading field). In all the circumstances, there- 
fore, Mr Chifley may well be wise enough not to pursue, by 
direct or indirect means, a goal which was originally con- 
ceived in little more than a fit of bad temper. 


* * we 


Swiss Gold Losses 


Devaluation by the majority of Switzerland’s competitors 
and, more important, its customers, has inevitably raised 
the question whether the Swiss franc can be maintained 
indefinitely at its present rate. That some such doubts are 
entertained is clearly borne out by the efflux of gold 
and foreign exchange from Switzerland since September 
19th. In the first five weeks following devaluation the Swiss 
National Bank’s gold holdings fell from SF6,281 million 
to SF6,148 million, and its foreign exchange assets dropped 
from SF313 million to SF236 million. At the same ume 
the Swiss Government lost more than SF250 million of 
foreign exchange. The movement seems by now to have 

nt its first force ; indeed, in the week ended October 31st 

ere was a small reflux of both and foreign exchange. 
Thus the latest figures show the National Bank’s gold stock 
at SF6,161 million and foreign exchange at SF254 million. 
_ Notwithstanding the considerable influx of hot money 
in the weeks before devaluation, the loss of some SF430 
million is significant. It is the more significant because 
drain largely arises from the repatriation of fugitive French 
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balances. The French franc has, in consequence, been 
firm in the Swiss market, while the Swiss franc on the Pat 
free market has declined steadily. A further cause has beeq 
some closing of open positions in sterling, accompanied in the 
immediate post-devaluation period by purchases on some 
scale of forward sterling at a premium. Lastly, the Swiss 
themselves have been buyers of finance dollars on the Swiss 
market, with the result that for the first time since the war 
the discount in “ free” dollars has been eliminated. 


While the cause of much of this drain is thus a purel 
financial reflex stimulated by devaluation all around Switeed 
land, uncertainties about the longer-term future of the Swiss 
franc have played their part. Devaluation has certainly made 
Swiss goods more expensive for many of Switzerland’s mos 
important customers and the cost of tourism has increased 
by the full amount of devaluation. But it should not be 
forgotten that before devaluation the cost of Swiss goods to 
sterling importers, for instance, was distinctly attractive. 
Moreover, while most countries continue to ration their 
Swiss franc expenditure by import licences and tourist 
quotas, it is perhaps unlikely that higher prices in terms of 
local currencies will mean that these quotas are not takea 
up in full. 

* * 


Premiums on Dollar Stocks 


_ Two influences appear to underly the persistent rise 
during the past two weeks in the premium which buyers in 
London are prepared to pay above the New York price fat 
American dollar securities. The premium is now f 
17 per cent ; after devaluation it fell to 12 per cent, compared 
with 37 per cent before devaluation. Part of the explanation 
of the renewed rise may be found in the London market's 
reaction to New York price movements. Ever since switching 
in dollar stocks was again permitted in 1947, London prices 
for dollar stocks have moved by wider margins than in 
New York ; the margins have expanded when New York was 
firm, and they have also emphasised any declines by con- 
tracting in a falling market. 


But the rise in London premiums is due to something 
more than Wall Street’s recent firmness. The view is gaining 
ground that, at a 17 per cent premium, dollar stocks are 
cheap. Two reasons are put forward for this view. Fi 
under the Anglo-American double taxation convention 
1946, common stock dividends can be regarded virtually 
as taxed income by those holders of dollar stock 
in this country who pay income tax at the standard rate 
of gs. in the £. The British holder can offset the Americaa 
corporation tax and withholding tax against his own tr 
liability here. These American taxes deducted at source 
amount to roughly 45 per cent of the gross dividend, and are 
thus equivalent to income tax at gs. in the pound. The one 
can therefore be offset against the other. To take an example, 
an American company may pay a dividend of $6 per annum. 
The company is likely to dl paid American taxes of at 
least $4 per share. As far as the Inland Revenue is concerned 
it is, therefore, not a $6 dividend, but a $10 dividend, on 
which 9s. in the £ or $4.50 (45 per cent) is payable in British 
taxes. But $4 or more will already have been deducted ia 
the United States, leaving only 50 cents or less to rank for 
British income tax. 


The second reason put forward is’concerned with og 
Even after paying a 17 per cent premium it is possible 
obtain 6 to 7 per cent net yield on, for imstanc, 
first-class American public utilities with unimpeachable 
dividend records. Such yields are attracting the increasing 
attention of institutional’ investors in Britain. Evidently, 
they are not taking too seriously the suggestions that dollar 
stocks might be requisitioned by the Government and pai 
for on New York terms instead of London terms. 
institutions are rather better equipped to make the 
applications for obtaining the tax relief granted by 
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convention and are less concerned than the private investor 
about the time lag of perhaps 18 months before the rebate is 
credited. Brokers’ orders suggest that the bulk of the buying 
docs, in fact, come from the institutions, and that their 
purchases are concentrated on public utilities and bank 

_ In the past few days, the London office of one firm 
of New York brokers had 44 orders for public utility and 
beak shares against four orders for industrial common stocks. 


* x * 


Distribution of German Assets 


A written answer by Mr Glenvil Hall, the Financial 
Secretary to the Treasury, about the future of German asests 
held by the Custodian of Enemy Property, is characterised 
by all the vagueness of earlier government pronouncements 
on this admittedly involved topic. Briefly, it has been decided 
to follow the precedent established after the first world war. 
Claims by creditors in this country arising from prewar con- 
wracts against German firms, individuals or the Reich govern- 
ment are to be satisfied out of German property held by the 
Custodian. Where a German firm owing money to a British 
firm had assets in this country now vested in the Custodian, 
the British creditor will apparently be given the alternative 
of taking in final settlement the sequestrated assets of the 
German debtor, or, alternatively, of taking his chance by 
awaiting his portion of the eventual share out. Two of the 
many questions which have yet to be answered are worth 
raising. Will a bank be allowed to choose between these 
alternatives for each of its claims, or must it plunge blindly 
for one course or the other for all of its claims ? When will 
the Custodian make available to claimant creditors the full 
information to indicate whether a German firm in which a 
British creditor is interested has any assets in this country ? 


It seems now fairly certain at least that none of the specific 
assets claimed by a particular debtor will, as was threatened 
earlier this year, be credited to the international reparations 
pool. Britain is to receive 28 per cent from this pool ; but 
the claims of British creditors will be limited to the funds 
which are actually held by the Custodian. They will have 
no claim on the reparations pool, the British share from 
which will be paid by the Government. At any rate there 
is no likelihood that British holdings of German assets exceed 
28 per cent of the prospective pool, and no fear, therefore, 
that any part of them will have to be transferred to the 
Reparations Agency. Nothing has been disclosed to indicate 
how much the Custodian holds. The Administrator to be 
appointed for distributing the assets should provide claimants 
with sufficient information so that they can make sensible 
decisions. This is the more important since, in contrast to 
the situation after the first war when German assets exceeded 
German pre-1914 debts, Mr Hall has warned creditors that 
“the dividend payable will not be large.” 


* ® * 


The Demand for Wool 


The wool market has been very firm since devaluation 
and prices at the London and Liverpool sales confirmed the 
upward trend in primary markets. On the average, prices 
are about 15 per cent above those ruling in July, but demand 
has concentrated mainly on crossbred types, which no doubt 

cts the stiffening of consumer resistance to high priced 
textiles. Britain as usual has been taking the bulk of the 
Woo! offered but competition from the Continent has been 
active and American buyers have also appeared once more, 
though not as yet on any significant scale. 

Why has the demand for raw wool been so strong in recent 
weeks? World commercial stocks are not very plentiful 
~Ptobably not much more than six months’ supply—which 
i @ bull point for the market. The Soviet Union has also 

buying quite heavily and as usual without much regard 
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for the level of prices. Again, countries. may have bought 
im anticipation of a strong American demand for raw wool 
later in the season. But clearly ion by itself is 
unlikely to expand werld demand for wool textiles and, 

¢, for raw wool, so that some adjustment in the 
present level of wool prices seems possible. 


Next Monday, the third meeting of the International Wool 
Study Group will open in London with representatives from 
all the important wool producing and consuming countries. 
Its main problem will be to assess world supply and demand 
for wool and to see what steps should be taken internationally 
if a world shortage appears inevitable. Since the end of the 
war, consumption of wool has considerably exceeded output 
and the balance has been made up from stocks held by the 
Joint Organisation and the US Commodity Credit Corpora- 
tion. By the end of last June, however, these stocks had 
declined to about 650 million Ib (greasy), or a little over 
two months’ supply at the current rate of consumption. This 
quantity would be adequate, theoretically, to bridge the 
prospective gap between world production and consumption 
this season, but the types of wool which remain in stock 
are unlikely to be those which manufacturers want. But 
if demand continues at its current high level what happens 
next season if stocks are exhausted? World output could not 
expand by 650 million Ib in a single season. It would seem, 
then, that there is some prospect of a world shortage of 
wool—if demand continues at its present level. 


Shorter Note 


The first British television transmitter designed for the 
625§-line negative modulation system used in the United 
States is being taken to Washington this week by Pye Ltd. 
This makes possible a direct comparison between the per- 
formance of British and American equipment working on 
the same system, and will put to the test the claim that 
British equipment is technically superior to American. The 
result of the test will be important, in view of the large 
potential market for transmitting equipment in the United 
States and Canada. 





COMPANY MEETING 


ARMSTRONG SHOCK ABSORBERS, 
LIMITED 


PREDOMINANT POSTTION 


The fourteenth ordinary general meeting of this company was 
held on November Ist, in London, Colonel J. D. Macindoe, M.C. 
(chairman), presiding. 

The following is an extract from his statement circulated with 
the report and accounts for the year ended June 30, 1949:— 

The trading profit of our wholly owned operating company, 
Armstrong’s Patents Company, Limited, for the year to June 30, 
1949, after charging that company’s working expenses but before 
providing for depreciation, directors’ remuneration and taxation, 
amounted to £98,195 compared with £89,923 in the previous year. 
Your directors propose to maintain the rate of dividend at 15 per 
cent., less income-tax, and have decided to transfer the sum of 
£24,000 to general reserve as against £22,000 in the previous year, 

During the year covered by these accounts, your company has 
maintained and consolidated its predominant position in the auto- 
mobile shock absorber field and therefore remains in a strong posi- 
tion for the future. Owing to pressing needs for additional factory 
space for vital shock absorber production, and owing to the diffi- 
culty of obtaining building licences and permits, your directors 
decided to sell the subsidiary, Kolectric, Limited, which was accom- 
plished at a profit of £900. The space made available by this sale 
is now being used to advantage for shock absorber production. 

We have still not proceeded with the provision of further capital 
for the business because we have found conditions unsuitable for 
obtaining capital on satisfactory terms up to the present time. 

The report was adopted. 
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STANDARD MOTOR COMPANY, LIMITED 


RECORD TURNOVER EXCEEDS £31 MILLION 
STRONG ASSETS POSITION 
INCREASING SALES 
MR C. J. BAND’S SPEECH 


Che forty-sixth annual general meeting of 
the Standard Motwr Company, Limited, was 
held oa Novemper 2nd at Coventry, Mr. C, J. 
Band (chairman of the company) presiding. 

The chairman said: Once more I have 
pleasure in proposing the adoption of the 
dicectors’ report and the balance sheet and 
accounts for the year ended August 31st last. 

The accounts and balance sheet have been 
in your hands for several weeks, and the 
figures are so clearly set out that it is umneces- 
sary for me to say very much about them, 
I may, however, emphasise two or three of 
the more striking facts. The turnover ex- 
ceeded £31 million, a record in the history 
of the company and one that reflects the 
greatest credit upon all concerned in the 
management of the company’s affairs, especi- 
ally when the many difficulties experienced 
during the past year are taken into considera- 
tion, 

Although the capital additions during the 
year slightly exceeded £1,000,000 the 
written down value of the fixed assets 
shows a reduction of £330,000, due to the 
heavy depreciation which your directors have 
thought it prudent to provide in accordance 
with the policy which they have adopted 
for many years. Almost £7,000,000 has been 
invested in cap‘tal assets during the last five 
years. 

IMPROVED LIQUID POSITION 

Turning to the net current assets, stock- 
holders will be gratified to see the great im- 
provement in the net liquid position to 
£2,575,817, compared with £1,599,441 last 
yeac. Stock (which has been taken in the 
usual manner) has been reduced by more 
than £1,000,000, to £3,748,064, cash in hand 
has risen by £836,862 to £2,320,809 
and debtors have increased by £970,953 to 
£1,519,840. There has been a_ reduction 
ot £575,998 in the amount owing to credi- 
tors, the figure now standing at £4,551,586. 

The total net assets of the company are 
now £7,599,826, an increase of £646,144 
over last year. In any consideration of the 
real profits earned, this is the only figure 
on which any computation may be based. 
It is difficult to see how anyone, looking at 
the turnover and the real capital of the com- 
pany, could contend that the profits earned 
are excessive. 

May I now say a few words about the 
profit and loss account. There has been a 


very large increase of £966,049 in the balance ° 


from trading account. 

It is essential, however, that the heavy 
cost of tooling for modern production 
methods should be amortised quickly to en- 
able the company to keep abreast of ever- 
changing cop itions, and no less a sum than 

623,050 falls to be written off this year for 
ies, ete. Depreciation of fixed assets is 
again higher due to the large amount spent 
on new plant and follows the policy which 
has enabled us to face competition within the 
industry by having the most up-to-date fac- 
tories and production methods. There is 


also a large increase in the amount ided 
for taxation, the figure requi being 
£675,000. 


PROFIT AND DIVIDEND 
The net profit for the year is £555,249, an 
increase of rather more than £100,000 above 
the previous year. 
Your directors recommend the payment 
of a 25 per cent. dividend, less tax, which is 
the same as last year, and the allocation of 


£75,000 to the employees’ special fund. Per- 
sonally, I cannot bring myself to agree with 
the policy laid down by the Chancellor of 
the Exchequer with regard to the freezing of 
dividends, and I would express the hope 
that this policy may be changed before we 
meet again next year. I believe that one of 
the most urgent alterations required by the 
country today, in view of the serious financial 
position in which it is placed, is to give some 
incentive to every citizen, whether an em- 
ployer or an employee, and that untl this 
1s done we as a nation cannot hope to recover 
the position we held in the past. 

The employees’ special fund is, of course, 
still carrying out the excellent work for which 
it was created. 

Stockholders will observe that, if the 
directors’ proposals are approved, the amount 
carried forward to next year will be £376,236, 
which is almost equivalent to two years’ net 
dividend at the rate now recommended. 


SALES AND THE FUTURE 


In these days it is not easy to forecast 
the future. Stockholders may be interested 
to hear that the sales of the Vanguard, in- 
cluding the estate car and the company’s 
commercial vehicles, are increasing from 
month to month. Certain detail improve- 
ments have been made, more particularly 
in the bodywork. Improvements in the 
Triumph car have also been made, and I 
feel sure that sales of this model will be satis- 
factory. The Mayflower, the new model 
introduced at the iasi show, has had a won- 
derful reception, and will, I am sure, have a 
phenomenal success. 

Stockholders will be gratified to know that 
production of the Ferguson tractor, of which 
we have the sole manufacturing rights in the 
eastern hemisphere, will be speeded up this 
month and will be substantially increased 
during the next three months. Providing no- 
thing unforeseen happens, it is hoped that 
the weekly output by next spring will be 
at the rate of 1,000 units. Considerably 
more than 100,000 have been produced and 
sold since the inception of tractor production. 
tion. 


EXPORT PRODUCTION 


Stockholders will have noticed in the leaflet 
accompanying the report and accounts that 
no less than £20 million worth of the pro- 
ducts of the company were exported in the 
last fimancial year. May I say that a 
substantial part of the exports went to dollar 
countries. 

Important decisions have been made to 
enlarge the exports of the company. Com- 
panies which will soon be operating have 
been formed in Australia and India for 
assembling both cars and tractors and which 
later on will be carrying on the manufacture 
of certain parts. Arrangements are already 
in hand for the formation of similar com- 
panies in Canada and South Africa. 
Assembly plants for our cars are in opera- 
tion in Belgium, Eire, Sweden and New 


We are urged by the Government to in- 
crease production and to export more, especi- 
ally to the dollar countries. I think I can 
say that so far as the Standard Company is 
concerned these requests will be complied 
with, always assuming the Minister of 
Supply will allocate more steel, especially 
sheet-steel, to the company and its suppliers. 
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CHAIRMAN’S THANKS 


I cannot conclude my remarks w; 
tendering on my own behalf, and may | 
all stockholders, grateful thanks to our manag. 
ing director, his executive staff and all the 
companys employees for the manner in 
which they have carried out their duti 
which has resulted in the excellent tepat 
and balance sheet which are before you and 
MT wilh ask Me By Convent Beoree 

will a . J. Corbet 
eo ca * 
E, J. Corbett, in seconding th resolu- 
tion, which was carried unanimously sade A 
great deal of economic nonsense is being 
talked today about the profit motive. He 
added: But if you look at the figures in our 
balance sheet and realise the Government 
takes £600,000 of the available profit of the 
company, leaving £555,000, which represents 
1.77 of our turnover, and the distributed 
profit to shareholders represents .632, I think 
you will agree the chairman’s comments in 
this respect are fully justified. 

The retiring directors, Mr H. S. Weale and 
Mr E. J. Corbett, were re-elected, and it 
was resolved that £75,000 be voted to the 
employees’ special fund and that the fee of 
the auditors, Messrs Thomson McLintock 
and Company, be agreed with them by the 
directors, 


IMPORTANCE OF AGREEMENT WITH 
SIR JOHN BLACK 


Continuing the chairman said: I come 
now, ladies and gentlemen, to item number 
five on the agenda—the ratification of the 
provisional agreement between the company 
and the managing director referred to in the 
directors’ report. 

The agreement, which is provisional, ia 
that it becomes binding if it receives the 
approval of this meeting, is laid on the mble 
here for you to inspect, shculd you wish to 
do so. 

In my opinion, it is unfortunate that 90 
much publicity has been given to the pro 
posal. This has led, I think, to a consider- 
able amount of confused thinking. The 
initiative in making the proposal to Sir Joha 
that he should pind himself in this manner 
came not from Sir John but from myself 
and the other members of the board, and 
we make no apologies at all to the critics. 
Ladies and gentlemen, the important thing 
here and the thing which we as a board have 
had to consider, is the interests of the com- 
pany, and the directors are of opinion that 
this agreement with Sir John Black is the 
most economical and effective method of se 
curing those interests. 


A BUSINESS BARGAIN 


I have observed that some commentators 
upon the proposal have described it as a free 
gift by the company to our managing direc- 
tor. It is, of course, nothing of the kind, 
It is a business bargain negotiated with our 
managing director by which be binds | 
irrevocably, for the remainder of his life, not 
to be interested, either directly or indirectly, 
in the manufacture of motor-cars or tractors 
should his connection with the company for 
any reason be severed. This is, as I am sute 
you will agree, a most serious step for our 
managing director to be asked to take. 

No one will deny the part Sir John has 
played in the fortunes of this company, 
you well know the place he has secured for 
the company and himself in the motor ir 
dustry—and for the company to risk his 
competition would be a grave error and one 
against which, in my opinion (and, I may 
say, that of all the other members of the 
board), it is imperative to guard the com 
pany in its own interests and, of cours, 
those of its stockholders and 
whose concern it is to see this company stong 
and prosperous, 


A TRUE PERSPECTIVE 


I read in one of our daily papers the com- 


ments of the City Editor, which, in my vie% 
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the posiuen in its true perspective, 
will read an extract from his comments : — 

“By the vigorous prosecuuon of a cour- 
ageous postwar development p-ogramme, the 
Standard Motor Company has climbed to a 

ry strong position in the motor and tractor 
manufacturing industries. Naturally, the 
maintenance and even improvement of that 

sition is the constant concern of the direc- 
tors, With that end in view, they have 
recently entered into an agreement with the 
managing director, Sir John Black, under 
which, should his connection with the com- 
y at any time be severed, he is bound 
during the remainder of his life not to carry 
on or be engaged or concerned in the manu- 
facture of motor-cars and tractors in widely 
defined areas. As consideration he is to be 
allotted £25,000 of the unissued Ordinary 
ital. 
TT For this arrangement the directors now 
sek the approval of the stockholders. The 
jatter may well consider, as the board does, 
that this covenant is of the utmost agers 
ance to the company. Sir John has played 
a leading part in building up the fortunes 
of the Standard business and £100,000, the 
imate market value of the stock to be 
issued to him, does not seem to be an ex 
wavagant price to pay to secure complete 
protection against the possibility that one day 
Sir John might decide to leave the company 
become a serious competitor.” 

I would add that it is not a novel agree- 
ment and that precedents exist of the course 
recommended by the directors. As to the 
amount of the consideration, I can only say 
that I would not expect so valuable and cap- 
able a man to give up his freedom of action 
for anything less than the amount already 
conveyed to you. 

I believe I am correct in stating that in 
certain parallel cases a similar course has 
been taken by directors without seeking the 
approval of the shareholders, but in a matter 
of such importance we considered the proper 
course was to place the matter before the 
stockholders. I am hoping that the shares 
proposed to be allotted to Sir John will be 
retained by Sir John and his family for very 
many years. 

AGREEMENT APPROVED 


_ The resolution which I now have pleasure 
mM proposing is as follows :— 
“That the conditional agreement dated 
September 26, 1949, made between Sir John 
k and the company produced to the 
meetung and for purposes of identification 
signed by the chairman thereof be and the 
tame is hereby approved.” 
I will ask Mr E. J. Corbett to second the 
ition. 
_Mr E. J. Corbett, in seconding the resolu- 
ten, which was unanimously approved, said : 
| view of certain criticisms raised—some 
without very much knowledge of the situa- 
tion—I would like to emphasise that it was 
brought to the shareholders by the board 
Purely as a safeguard for the future. Econo- 
mic shadows are spreading over the whole 
world, and we are having our share of them 
m this country at the moment and shall 
continue to do so. Is it not clear that it is 
the duty of the directors of large industrial 
companies to take what steps they can to 
them to meet the difficulties which 
may have to be overcome in the near future? 





ALLIED INDUSTRIAL 
SERVICES, LIMITED 


RECORD OUTPUT 


The fifteenth annual general meeting of 
Industrial Services, Limited, was held 

oa 28th at Bradford, Mr W. H. 
Rhodes, C.B.E., the chairman, presiding. 


wthe following is an extract from his circu- 
ted statement: 


Output of our various factories was, 
> Mm excess of any previous year, 





which, coupled with every effort to reduce 
production costs, has resulted in a satisfac- 
tory year’s trading. The expenditure on 
plant and buildings during ‘the year 
amounted to approximately £48,000, and a 
sum of £50,000, as shown in a note on the 
balance sheet, is estimated for future com- 
mitments of a similar nature, 

The maintenance of supplies has been 
constantly before your board, and with this 
in mind an investment has been made in a 
well-established company supplying types of 
material we require. Nevertheless, the 
position generally remains acute, and it is 
difficult to envisage much improvement 
during the present year. 

The net profit amounts to £145,848. 
Following the increase in the interim 
ordinary dividend from 9 per cent. to 15 per 
cent., the final dividend proposed is 35 per 
cent, instead of 41 per cent. 

We have received from H.M. Treasury 
permission to capitalise part of our accumu- 
lated reserves by the issue of one new ordi- 
mary share for each such share now held. 
This will bring the issued capital of your 
company somewhat nearer the actual capital 
employed. The output to the end of Sep- 
tember has been in excess of that for the 
same period in the previous year, 

The report was adopted. 





METAL TRADERS 
LIMITED 


STRENGTH AND LIQUIDITY 
MAINTAINED 


The twenty-ninth annual general meeting 
of Metal Traders Limited will be held at 
the registered office of the company, 7 Grace- 
church Street, London, E.C., on Novem- 
ber 28th. 

The following is the statement by the 
chairman and joint managing director, Mr 
Frank L. Baer, issued with the annual report 
and accounts :—— 

Although the upward movement in prices 
of non-ferrous metals continued mght rou 
1948, there were already signs in the la 
summer months of that year that a state of 
saturation might be round the corner and 
bring in its wain a downward adjustment of 
values with all the attendant complications. 
In view of the fantastic heights to which 
prices had risen, it was only to be expected 
that once the downward. trend began it was 
unlikely to stop until a reasonable level had 
been reached. 

In his address to the shareholders in 1934, 
our late chairman, Lord Abertay, said: “ Our 
trading business is not without its speculative 
element, but the London Metal Exchange, 
unique in its traditions and functions, affords 
us a basis whereby speculation becomes an 
incident rather than the main theme of our 
affairs.” : 

As the London ?ietal Exchange remained 
closed, and no hedging facilities existed, your 
board decided, and, as events have sho 
decided wisely, to reduce commitments 
round. Some contraction in our activities 
has resulted, but—and this is our main con- 
cern—the financial strength of the company 
and the liquidity of ‘ts resources have 
fully maintained. ; 

Following a moderate rise in prices of non- 
ferrous metals from the low points to 
there has been a quick rebound to conform 
with the alteration in the official dollar/ 
sterling rate of exchange. 

Although results for the year show some 
falling off, the directors regard the dividend 
which they are recommending as satisfactory 
under all the circumstances. 


RESULTS OF ASSOCIATED COMPANIES 


Metal Traders, Inc. New York.—Metal 
Traders, Inc., have had a successful year, 
and after providing for every contingency 
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were able to pay a satisfactory dividend on 
their increased capital of $500,000. The 
management are to be congratulated on the 
excellent results achieved. : 

L.P.C. Chemicals and Dyes, Limited.— 
Import restrictions and actual import bans in 
many parts of the world were responsible for 
greatly reduced turnover and consequent 
diminished earnings. So far this year there 
have been no signs of any revival of business, 

Brookside Metal Company, Limited.— 
From January until the autumn of 1948 this 
company was extremely busy, but, in view of 
the general policy laid down, the manage- 
ment curtailed its activities very considerably 
in the last quarter of the past financial year. 
Yet the results were substantially the same 
as in the previous year. 

An adequate scrap yard in Reading was 
acquired during the period under review. 


CAPITALISATION OF RESERVES 


As already announced, the directors have 
decided to write up the value of the invest- 
ment in Metal Traders, Inc. to £125,000 
from £50,000, at which figure it stands in 
our books, although the New York compan 
increased its paid-up capital from $250,000 
to $500,000 in 1948. The difference will be 
added to general reserve. 

The directors are also of opinion that the 
existing somewhat anomalous capital struc- 
ture should be corrected. They propose, 
therefore, to seek permission of the Capital 
Issues Committee to capitalise £374,184 of 

reserves by issuing free to the share- 

iolders nine new £1 shares for each £1 of 
stock now held, and proportionately in the 

case of fractions. Assuming approval is 
given, the new shares will be converted into 
stock, which will rank pari passu with the 
stock now in issue. 

The balance sheet will then show issued 
capital £415,760, general reserve £100,816, 
and carry forward £133,870. 


GOODE DURRANT AND 
MURRAY, LIMITED 


RECORD SALES 
DEMAND MORE SELECTIVE 


‘MR. G. P. SCHOOLAR ON THE 
POSITION 


The fifty-first annual general meeting of 
Goode Durrant and Murray, Limited, was 
held on November 3rd, at 197, Great Port- 
land Street, London, W. Mr L, A. Kemp 
presided in the absence abroad of the chair- 
man, Mr George P. Schoolar. 

The following is the chairman’s statement 
circulated with the report and accounts for 
the year to July 20, 1949:— 

¢ directors have pleasure in presenting 

to the shareholders a balance sheet disclosing 
a result that can be considered satisfactory, 
under the circumstances. The period under 
review has been an anxious one and, although 
sales have created a record, the demand for 
merchandise has been more selective— 
specially during the latter part of the year. 

in short supply are easily disposed of, 

t in lines where ro are ae 

lemand, sales are m more difficult, 
or is crea som In view 

v prices of textiles, we regard 
the eit ith some uncertainty. 





FORCEFUL TRADING 


' The gems mere ——e by forceful trad- 
ng. tates of profit margins erning 
our Australian business as oumael be price 
regions, peso Se See. oe 
assumption complete stock clearance at 
the percentages set out by the prices depart- 
ment, without. any margin for error or re- 
duction of price to effect sale of difficult 
lines, or to meet a market decline. Any drop 
in turnover will immediately affect results. 
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Skilled factory labour continues short, and 
t insufficient. The disastrous coal 
strike in Australia had a serious effect on the 
whole country ; the loss of wages in indus- 
try will never be made up, and the upset to 
secondary industries will be felt for some 
time to come. Trade with New 
continued good, but import licences restricted 
business. African trade experienced restric- 
tions, but we had a satisfactory year. The 
lack of ‘mport licences will cause a large 
curtailment in the volume of business during 
the current vcar. This will allow time for 
stocks to be reduced and finances adjusted. 


DISTRIBUTION MAINTAINED 


You will observe that your directors are 
recommending the appropriation of £42,000 
to reserve for contingencies, and also the 
allocation of a further £10,000 to the super- 
annuation fund for employees. The latter 
fund is available for those members of the 
staff who cannot be included in the insurance 
scheme already set up. Ample provision 
has been made for doubtful debts ; stock is 
clean and conservatively valued. The re- 
serves for future taxation afe made on the 
recommendation of the company’s auditors. 
The crushing burden of taxation continues 
to absorb the greater part of the company’s 
net profit, and limits the resources for capital 
replacement and investment in overseas terri- 
tories. 

The balance of profit available enables us 
to recommend a dividend of 10 per cent. on 
the Ordinary shares and, in addition, a bonus 
of 5 per cent.—the same as paid last year. 
The balance sheet on this occasion shows the 
comparable figures for the previous year. 


OBSCURE OUTLOOK 


We are now three months on in the com- 
pany’s new trading year, and can state that 
business is far from easy. We are inclined 
to the opinion that more difficult days are 
ahead. Preference for British goods is still 
in evidence, but price factors are of more 
concern than was the case during the time 
of acute shortage, and competition from 
European suppliers and from India is divert- 
ing business from the United Kingdom. This 
drift will grow unless British suppliers face 
up to the situation, 

It is not easy to forecast at any time, and 
on this occasion the future is obscure, owing 
to unusual influences. The agricultural out- 
look was unpromising in both South and 
West Australia. owing to conditions per- 
sisting until well along in June. The posi- 
tion has improved very considerably since, 
and prospects of a fair average harvest are 
promising. The position for wool is sound, 
with fair clips in sight. The general outlook 
in Australia is good and, given freedom from 
labour troubles, the economic situation should 
continue sound, Immigration is edi 
> sd and unemployment is practically 
a 


WORLD SITUATION 


The world situation, from a commercial 
standpoint, is mot reassuring. Financial 
roblems are main concern. Import 
icences are being withheld, pending currency 
agreements. We are hoping these difficulties 
will be surmounted, and a free flow of ex- 
ports restored as a result of the devaluation 
of currencies. 
The company has been well supported by 
a loyal staff, who have made a great contribu- 
tion to the satisfactory results both in Aus- 
tralia and London. It is gratifying to realise 
that their efforts have secured to the com- 
pany an important share of the increased 
prs trade of the United Kingdom. 
so Saat and accounts were unanimously 
iP 
At an extraordinary general meeting which 
followed, a resolution adopting new. Articles 
of Association was passed, 


HAROLD WESLEY 
LIMITED 


INCREASED EXPORTS 


The third annual ordinary general meeting 
of Harold Wesley Limited was held on Octo- 
ber 27th in London, Mr Percy Day-Winter 
(chairman and managing director) presiding. 

The following is an extract from the chair- 
man’s circulated statement. 

In last year’s statement circulated with the 
accounts I ventured an opinion that there 
might be an increase in paper supplies, and 
also that the Dominion of Canada would lift 
the embargo on imports of paper articles. 
This opinion has, in both respects, been justi- 
fied and we have been able to secure, although 
not for the full year covered by these ac- 
counts, increased supplies of raw materials 
and, since December, 1948, been able to 
export to Canada: aiso for the year under re- 
view our exports to the United States of 
America increased over those of the previous 
year. 

The additional quantities of materials ob- 
tained have enabled us to increase produc- 
tion and reduce costs and selling prices. Home 
and export sales have, however, been in- 
creased and it is considered satisfactory that 
we are able to present accounts showing a 
trading profit only slightly less than that of 
the previous year, and a net profit slightly 
higher, due to the smaller requirements for 
taxation, 


DIVIDEND OF 22} PER CENT. 


Your directors therefore recommend a 
dividend of 224 per cent. for the year under 
review and after placing a further sum of 
£5,000 to reserve for future liability to 
income-tax, the balance of profits carried 
forward has been increased from £31,319 to 
£45,442. 

Stock-in-trade at June 30, 1949, was greater 
than that held at the commencement of the 
year and having regard to the reduction of 
raw material prices, depreciation has been 
taken on stock, where necessary, to bring it 
into line with current replacement cost. 

Additions to plant and machinery amount- 
ing to £20,434, have been made during the 
year, and in this connection I would refer 
you to Note “A” on the balance-sheet, 
which informs you that outstanding com- 
mitments for capital expenditure amount to 
approximately £34,000, indicating that your 
company is continuing its policy of equip- 
ping its factories with the most modern 
machinery. 

Your directors are very pleased to inform 
shareholders that the company has at last re- 
ceived a licence to build an extension to its 
Burton-on-Trent factory. Construction has 
commenced and should be completed by the 
end of 1949. This, with the additional 
machinery that will be installed upon comple- 
tion, will increase our productivity, give us 
greatly needed room for additional storage 
and make for more economical operation. 

With regard to the prospects of the ensuing 
year to June 30, 1950, shareholders will be 
—— to hear that we are busier than ever 

the long history of the business. Your 
company’s merchandise commands a ready 
sale at home and abroad and, given circum- 
stances as they are today, it would appear 
that we should have a good year of business. 

Your company’s subsidiary Wesley and 
Clark Engineering Company Limited, has had 
a successful year and has delivered machinery 
to the export market to the extent of 58 per 
cent. of its total production, and has a well- 
filled order book for home and export trade. 

Again your directors desire to place on 
record an acknowledgment to all grades and 
sections of employees for the satisfactory work 
that has been accomplished during the year 
under review. 

The report and accounts were unanimously 
adopted and a final dividend of 14} per cent., 
less tax, making 224 per cent., less tax, for 
the year, was approved.. 
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WILLIAM DOXFORD 
AND SONS 


SATISFACTORY ACCOUNTS 


The 57th annual 
William Doxford and ‘Sons. martin 


at 
held on October 28th in London” ™® 


_ Mr E. P. Andreae, Ph.D. i 
in the course of his ‘specch: sea: ummah 
Once again I have pleasure in i 

= your eomiereion a very sati 
statement of accounts coveri 

ended June 30, 1949. After ‘povideate 
taxation, a net profit of £237,163 is shown, 
as —_— with £192,174 for the Previous 
year. have, in the past, drawn attention 
to the growing importance of our Marine 
engineering epartment, which centre 
around the now world-famous Doxford gil 
engine and the ancillary development con- 
mected with it. This has naturally called for 
the employment of large sums on Capital 
account, and has proved to be a im- 
portant contributor to the profits of the 
company, by widening its scope far 

that of the actual shipbuilding activities. Ip 
other words, I think it advisable to make it 
clear, at the outset, that the expansion of 
turnover in directions other than the build. 
ing of ships has materially contributed to the 
increase in our profits, 


Your directors recommend the same divi 
dend and bonus as has been paid — 
last_ two years. In addition, have 
decided m, it pod be prudent, in the 
interests of the company, to capitalise 
£50,000 of the undivided alee 
from the ploughing back of profits in past 
years, and to distribute this amount in the 
form of fully-paid shares amongst the 
ordinary shareholders in proportion to the 
number of shares held by them. 


NEW SHIPS 


During the year under review we com- 
pleted and delivered to their owners five 
cargo ships and two oil tankers, all powered, 
of course, by Doxford oil engines. In addi- 
tion, several sets of our engines were built 
by us and installed at our Palmers Hill quay 
in ships built by other shipbuilders, 

Our Palmers Hill works, primarily 
equipped to meet the ever-increasing 
demand for spare parts and maintenance 
work, continues to be of great value to the 
company. The Doxford oil engine continues 
to command the confidence of the marine 
engineer. During the past year we have 
issued four additional licences to engineer- 
ing firms at home and abroad, and they will 
shortly commence building to our designs. 

Another new departure which has beea 
recorded with much interest in the technical 
papers was the recent completion, and | 
successful test-bed trials, of an engine 
much smaller power than our usual design. 
This engine a 1,100 B.H.P. on ser- 
vice, and will be fitted in a large 
now under construction in Scotland. We 
are very hopeful that this and other 
in the low power range will still 
extend our activities. 

What effect devaluation of sterling is gomg 
to have on our industry is, as yet, unpre 
dictable. Time alone will show. In so fat 
@s our own company is concerned, I can 
with confidence say that the 
future is assured. We have contracts on out 
books which will certainly keep us wel 
employed for the next two years. Beyond! 
that, I cannot express any opinion, but 
am sure that with our wes shipyard 
and engine works, we even if 
times, be able to obtain a fair share of 


orders that may be forthcoming. 
The report was adopted 
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FRAS. HINDE AND SONS, 
LIMITED 


CONTINUED OUTPUT INCREASE 
CONTRIBUTION TO EXPORT DRIVE 


. W. M. H. POLLEN ON THE 
vant OUTLOOK 


wenty-fifth annual general meeting of 
si teed ae Sons, Limited, was held, on 
October 26th, at St. Mary’s Silk Mills, 
Norwich, the chairman of the company 
(Capt. W. M. Hungerford Pollen, M.C.) 


ng. 

a Etlowing is the statement by the 
chairman, which was issued with the report 
counts : — : 
oe hee and gentlemen.—Once again I 
have 10 tell you of a tragic loss. Mr C. 
Walden, secretary and a director of this com- 
peny, died on January 30th after a short 
illness. He had spent more than 20 years 
of his life in this service to which he gave his 
unremitting care, devotion and loyalty. This 
ead loss was a great grief to all of us who 

d with him. 

9 A. L. L. Arnold, a senior employee of 
the company, has joined the Board. He is 
our dyeing and finishing manager, and also 
has long experience in every department of 
our business. We feel sure that we have 
gained great strength from his appointment 
to the Board. Mr Arnold holds office until 
the forthcoming annual general meeting, 
when he will retire under the provision of 
the articles of association and offer himself 
for re-election. 

Another loss to the company will be the 
retirement of Mr E. F. Williamson on his 
attaining his seventieth birthday. We value 
his services very highly, and much regret to 
ennounce his decision not to offer himself 
for re-election at the annua! general meeting. 


TRANSFER OF LOOMS 


The transfer of our looms from their 
makeshift positions to the new weaving shed 
was accomplished without interfering with 
production. Indeed, for the third year in 
succession, I am able to report an increase 
in yardage woven, in spite of the rigid 
standard of perfection on which we insist. 
The money value of our production 1s, 
however, lower, as we decided to foster and 
increase our export markets by reducing our 
profit margin. This has been successful in 
spreading the good name of our fabrics as 
well as contributing to our country’s need 
for hard currency. 

second phase of our rebuilding at St. 

% is progressing well and new Jooms 

ae being delivered. At Mile Cross and 
Oulton Broad we have carried out extensive 
repairs and maintenance work which we 
could not do previously, indeed, our plant 
and buildings are now in better order than 
they have ever been in before, and we hope 
t@ see greater production from them in the 
near future. The third phase of reconstruc- 
ton at St. Mary’s is now being planned so 
& to complete our war damage replacements. 


DIVIDEND MAINTAINED 


accounts show a reduced trading 
for reasons already stated, and we do 
consider it wise to increase the dividend 
per cent. Income tax and profits tax 
£58,000 in respect of the current 
year’s trading. Stock in trade at £159,026 
8 £18,172 higher than last year ; the increase 
ed by the necessity of carrying 

stocks of raw materials to supply in- 
Production. You will notice that a 
resery of OA has been — 

eading reserve towar 

mcreased cost of replacement of fixed assets. 
of this comes from the current 

Year's profits, and to this has been trans- 


pe Be 


& 


ferred the existing reserve for postwar re- 
construction. The reason for this reserve 
is that the provisions for depreciation have 
been based on the original cost of the assets, 


which is vastly below the present costs of 
replacement. 


HIGH QUALITY FABRICS 


Export markets open and close with be- 
wildering suddenness and prices are far more 
competitive. The former is very difficult to 
cope with, though the latter indicates a 
return to normal healthy trading conditions. 
We base our hopes for the future on our 
increasing output, and the production of the 
finest quality pure silk fabrics with which 
we are primarily concerned ; a large part of 
our production will continue to be the best 
quality nylon and rayon fabrics, and we are 
always on the lookout for new raw materials, 
which can be used in the highest quality 
fabrics. We have orders that will keep us 
in full production for many months to come, 
and we feel sure that whatever the coming 
year may bring there will always be a 
demand for the best quality goods in which 
we specialise. No one can predict what 
profits will be, as the increasing cost of 
production and the opening and closing of 
export markets are matters that we cannot 
control. 

On behalf of the board and sharcholders, 
I would like to thank most sincerely the 
managers, the staff and the employees at all 
our mills for their hard work, loyal service 
and splendid co-operation during the past 
year. 

The report and accounts were adopted 
and a dividend of 25 per cent. was declared 
on the ordinary shares for the year ended 
June 30, 1949. 

The retiring directors, Mr L. G. Beve- 
ridge and Mr A. L. L. Arnold, were re- 
elected and the remuneration of the auditors, 
Messrs Price Waterhouse and Co. was fixed. 


FINNEYS SEEDS LIMITED 
ANOTHER SUCCESSFUL YEAR 


The third annual general meeting of 
Finneys Seeds Limited was held on Octo- 
ber 25th in London, Mr Ernest Cornwall, 
the chairman, presiding. ; 

The following is an extract from his circu- 
lated statement :— 

In presenting the accounts of Finneys 
Seeds Limited for the twelve months ended 
June 30, 1949, the bi-centenary of the chief 
operating company, it gives me great pleasure 
to report ancther successful year’s wading 
with a satisfactory profit, although it is less 
than the record figures of last year. We have 
made sufficient to repeat the dividend at 124 
per cent. The turnover has been well main- 
tained, but in common with every other busi- 
ness we find that costs continue to rise. How- 
ever, we start the third century with a sound 
record of experience and a healthy, pro- 
gressive business. 

The agricultural side of the business has 
been good, but there has been some recession 
on the horticultural side, primarily due to 
the large importation of foreign vegetables, 
especially onions. The heavy cost of im- 
ported foodstuffs should result in every 
encouragement being given to the producer 
in this country, but I do not think that ail 
that could be done in this direction is being 
done. 

The weather for the harvesting of almost 
all seeds during recent months has been 
excellent, and probably never have seed crops 
been gathered in such perfect conditions, so 
that the supply of home-produced seeds for 
next year should be of the highest quality. 

Our endeavour is to produce and handle 
only the finest stocks strains of seeds for 
agriculture and horticulture of the hi t 
possible standard. We have every confi 
that progress will continue to be satisfactory. 

The report was adopted. 
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COVENT GARDEN 
PROPERTIES COMPANY, 
LIMITED 


RECORD PROFITS 


The twenty-fifth ordinary general meeting 
cf Covent Garden Properties Company, 
Limited, was held on November 3, in Lon- 
don, Mr Louis Nicholas, J.P., F.C.A. the 
chairman, presiding. 


The following is an extract from the chair- 
man’s circulated statement: The aggregate 
profits of the company and its two sub- 
sidiaries, English Property Corporation, 
Limited, and Sanctuary Buildings, Timited 
amounted for the year ended June 30, 1949 
to £409,695, which compares with £406,216 
for the year ended June 30, 1948. 


The profits for the year ended June 30, 
1948, were the highest in the history of the 
company, and these profits have been more 
than fully maintained in the year under re- 
view. The gross income of Covent Garden 
Markets and the surrounding property be- 
longing to your company again shows a 
slight increase, but the net income shows @ 
small decline over that of the previous year, 
resulting from the increased charge for rates 
caused by an increased assessment and addi- 
tional expenditure upon repairs and other 
outgoings, 

During the year the company obtained the 
necessary licenses to carry out a large number 
of the repairs to markets and other properties 
belonging to the company and its subsidiaries. 
A large proportion of this work has now 
been carried out and it is hoped to complete 
it during the current year. 


The net profit of the company is £109,176, 
as compared with £85,975 last year. To this 
has been added the amount brought forward 
from last yeat, and the sum of £10,000, a 
ae rw made in past years for possible 
osses on loans on mortgage which is no 
longer required, bringing the total profits 
available up to £180,203. 


DIVIDEND ARREARS PAID 


Out of this sum your directors have paid 
or provided for the dividends on the Prefer- 
ence shares for the year, and have paid the 
dividends on the Eight per cent. Preferred 
Ordinary Shares for the two years ended 
June 30, 1947, and propose to pay a further 
two years’ dividend on the Preferred 
Ordinary shares immediately after the general 
meeting, which payment will discharge all 
outstanding arrears of dividend upon these 
shares up to June 30 last. After giving effect 
to these proposals, there will remain a 
balance to be carried forward unappropriated 
in profit and loss of £61,953, as compared 
with £61,027 brought in. 


Last year I reported to you that the 
Government had given notice of its intention 
to acquire under the Town and Country 
Planning Act, 1947, the Royal Opera House, 
but after negotiations the Ministry of Works 
has agreed not to proceed with compul- 
sory acquisition of this property, but to take 
a lease for a term of 42 years, with an option 
on its part to break after the 21st year, upon 
terms which your directors consider satis- 
—- This lease has not yet been com- 
pleted. 


It is most difficult under present condi- 
tions to give any estimate of the results for 
the current year, but up to the present I 
am pleased to say ts of the company 
have been well maintained. If the profits 
for the year June 30, 1950, are not 
less than those of year and ing un- 
foreseen takes place, the directors hope to be 
able to then recommend a small dividend on 
the Ordinary shares. 

The report was adopted. 
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Investment Statistics 


Company Notes 


D. and W. Murray.—Toral group profit 
increased from £416,264 to £470,593 and net 
profit from £158,511 to £180,807 in the year 
ended July 19, 1949. The dividend and 
bonus again total 17} per cent. 


Amalgamated Anthracite.—Consolidated 
profit amounted to £279,944 (£271,517) in 
1948. 


Higson's Brewery.—Group trading profit 
declined from £493,424 to £306,161 and net 
profit from £231,245 to £125,072 in the 
year to September 30, 1949. A total distribu- 
tion of 25 per cent is recommended for the 
year (30 per cent). 


Morphy-Richards. — Consolidated _ profit 
increased from £114,156 to £131,772 and 
net profit from {37,214 to £41,798 in the 
year to June 30, 1949. A total distribution 
of 160 per cent is recommended for the year 
(same). 


John Crowther.—Group trading profit 
increased from £466,194 to £513,815 and net 
profit from £179,845 to £196,401 in the year 
to June 30, 1949. Net current assets at year 
end amounted to £1,511,648 (£1,332,21) 


Electric and Musical industries.—Con- 
solidated net profit amounted to £346,720 
(£498,192) and parent company’s net profit 
to £206,250 (£143,000) for year to June 30, 
1949. The dividend of 6 per cent and 2 per 
cent bonus are repeated, 


British Celanese.—Increased turnover, 
particularly in export sales, resulted in an 
expansion of group profit from £3,671,489 to 
£3,885,764 in the year to July 2, 1949. Net 
expenditure on buildings, plant and 
machinery amounted to £1,444,423 and on 
maintenance (including deferred repairs), 
£1,070,555. Net current assets at the vear- 
end were £7,165,139 (£7,301,587). Stocks 
increased from £3,290,731 to £3,352,459 and 
debtors declined from  (£1,744,302 to 
£1,566,389. Liquid funds amounted to 
£6,290,609 (£5,749,913) at July 2, 1949. 


Courtauids.—It is intended to form a 
new company to operate in Australia with 
a nominal capital of £A10,000,000. The 
sponsors include leading Australian financial 
and industrial interest. The greater part of 
the share capital will be raised in Australia, 


North British Rayon.—Trading profi of 
group amounted to £163,421 (£167,519) in 
year to June 30, 1949. A dividend of 10 per 
cent is recommended for the year 


Financial News. — Consolidated profit 
amounted to £116,749 (£120,343) in the year 
to June 30, 1949. A total dividend of 60 
per cent for the year is recommended. 


Trinidad Leaseholds.—Net profit for the 
ear to June 30, 1949, was £548,134 

653,510), after charging depreciation, 
£681,387 (£641,979), taxation £1,485,000 
(£1,750,000) and adding £139,836 (£304,274) 
to internal reserves; an appropriation of 
£300,000 (£400,000) is made to other re- 
serves. A dividend of 8.4d., tax free per 5s. 
stock unit has been recommended. 


Southern Malayan Tin Dredging.—Net 
profit for the year to June 30, 1949, amounted 
to £156,000 (£157,528). A final dividend of 
3d. per share is recommended, equivalent to 
14 per cent on total capacity invested in 
business. 


The Borneo Company.—Net profit de- 
clined from £135,602 to £93,998 in the year 
to March 31, 1949. The dividend has been 
raised from 5 per cent to 74 per cent. 


Southern Kinta Consolidated.—Trading 
profit increased from £157,279 to £632,705, 
and net profit from £55,779 to £155,970 in 
the year ended March 31, 1949. A dividend 
of 22! per cent is proposed for the year. 


Wright's Biscuits.—Group profit increased 
from £232,857 to £297,755 in the year to 
June 30, 1949. The final dividend of 50 
per cent is unchanged, making 65 per cent 
for the year. 


Capital Issues 


Macowards.—Shareholders are to be 
offered 150,000 4s. ordinary shares at 8s. per 
share. 


Brand and Co. (essence and sauc makers 
—Arrangements are being mode ae , 
150,000 five per cent redeemable abate 
41 preference shares. In addition to the new 


preference issue there is outstanding 
£150,000 in £1 ordinary shares, 


Hiram Walker and Sons (whi sti 
sehons pence issue of roe 

500, our per cent ‘ A” debenture 
1954, and £500,000 four per cent “ B” sce 
ture stock, 1959, has been placed privately, 


Constructors.— Application has be | 
to deal in £150,000 54 per cent. comme 
41 preference shares. Capital consists of 
aa of which arate is in the above 
preference issue and £100,000 in 5s, ordinary 
shares. pa 


Ankobra River Power.—A debenture issue 
of £150,000 five per cent. mortgage guaran. 
teed debenture stock, 1962, has been placed 
at 98 per cent. 

Winterbottom Book Cloth.—Treasury ap. 
proval has been given to capitalise £427,388 
of reserves by issuing one £1 ordinary share 
for each four £1 shares held. 


New Issue Prices 


| Issue | Price 

Issue | Price | Nov. 2, 

be a | a) 1949 
Acrow, 53% Pref. ............ | 20/3207 


Barbados Elec., Pref. .........! 
Beecham Food, Pref. ......... 
Glatké (7), BH oc occ. 


206° | 19/3203 
| 21/o* | 19/6—29 
| 3 Wat 


Crowther (Holdings), Pref. ....' 22/0 | 22/1 
East African Power, Pref. (10 ' ay 

yy iS» o ice ee ; 7 20/0 Ted a 

Xo. Ord. (20/- paid}........ | 30/0 (2/74—2/10hpm 
Goldthorpes, lj- .............. | 2/3 <> 
Gray’s Carpets, Deb. .......... 100 | 9 - 
Haden, 5}% Pref. ........... | 20/6 | 190-1949 
| eee 5/0 3/0—3/6 

Do. Pref., 10/- (6/6 paid) ...; 11/8 6/070 
Iceland, 44% (£25 paid) ....... | 99 | Bids 
Lansil, 5°, Pref. (5/- paid) .....| 20/0 | 4/349 
New Zealand, 34% (£25 paid)... 98) | l§—Ibds 
N. Rhod., 1963-65 ...........- : 

Rotary Hoes, 5/-...... Oe Be |. 

ith, W. H. (Hidg.) A........ 40/0 | 39/6—40/0 

ee ey ee eee s/o | Vesa 

Do. 44% a wiir's « gyt~ ata | 20/0 | 21/6— 

RR oo Rr: | .. | = 
Vereeniging Est. (f1) ......... |} 80/0 | 1&—lipa 
Whitbread, Deb. (¢20 paid) ....| 100 | 6—! 
Wilmot-Breeden, Pref..........! 20/6* | 19/3—-20/3 

* Placing 


SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following company reports 
appear in the Supplement : British Celanese ; Electric and Musical Industries ; R. & W. Hawthorn, Leslie. 





Prices, 
J, 
Year 1949 Name ot Security 


IN 
fan lte Nov. 2) i 1949 1949 i 1949 1949 
“High Low | | $ fn) | b 
IWwar Bonds 24% Aug. 1, 1 $n siti $s 9, 
101.4: 100A! War Bonds 24% 1, 1949-51)' 101 00 , 
1008 99f | Exch Bonds 14% eb. 15, 1950! 100 100 Ea yea es id) ab 
102 | War Bounds 24% Mar. 1, 1961-53) 100g | 10l }1 0 2)2 3 9 (@) (a 
1034 | 99% | War Bonds 2)% Mar. 1, 1952-54, 100% ; 1009 | 1 3 0 2 6 4/ 50 «| @. 
104% | 88} | WarLoan 34% {after Dec. 1,1952)!) 904xd 90jxd) 2 2 5,317 OF 2 t| § a 
103 | 98} |) War Bonds 25% Aug. 15, 1954-56! 100 | 100% | 1 7 1/210 4) 10 6] 5 
4 | Funding 24% June 15, 1952-57..|| 101¢ | 101f | 1 7 0/213 Of wpe| 7 
105% | Nat. Dei. 3% Jul 1954-58...) 1022 | 1 1 710,215 64 0 ¢ 
1064 100 | War Loan 3% Oct. 1 1955-59. | 101 | 1048 | 1 9 2,236 2] Tal 1 
10648 | Sav. Bonds 3% A . 1955-65) 97} | 978 1117 5)3 5 4 +25 ec} 5 
lo2g Funding 24% Apc 8, 195661... 9% | 978 (212 3/215 2 2b) 8 
103 | % | Punding 3% April 1 9...) 9b | }119 10/3 7 104 $b) & 
115¢ | 103% | Funding 4%, May 1, 1960-90... .. 10544, 1 /114 8/3 9.9 Mel 20 
103% = =—-93_|/Sav. Bonds 3° 1, 1960-70.) 93) | 9 [2 0 5:3 810) Be} 8 
99% 9 | Sav. Bonds 2} 1964-67.) 9jxd 91 [119 9/3 3 7 Be} 5 
116 1064 Vict. Bonds 4% Sept. 1, 1920-76. 107, | 1068 | 114 2;3 9 1 76) 3 
1034 «= 91_—s| Sav. Bonds 3% Ai 1965-75.| 98 | 92 | 2 1 5,310 3 al 18) 
1104 100} | Consois 4% (a ber Feb. 1957)..| 2018 | 101g | 2 111/319 3 10 ¢| 
107 Conv. 34% (after Apr. 1, 1 | ole | olf | 22 1/316 8 we} 10 
on | Treas. Stk. 24° (after Ape. 11975), 6? | 6% (2 0 9/3 2 Bel 7 
‘Treas. Stk. 3% lafter Apr. se | 80h | 2 12/315 0 al ti 
102 -Redemp. Stk. 3% Oct. 1, 1986-96/) 88 | 87 2110'3l 9 46 
slg | 67 eoantls 2 ones Silla ¢*ntacanes 68 | 6 202/31 477, ue P 
103 91 %| Brit. EL 8 Gal Ape: 1968-7 | of 22 7) 320 1 1 C 
| Q0§ | Brit. Bl 59% Gd. Mar. 15, 1974-77 91h | 918 (2 1 3,320 1 tS 6 
102 |Brit. T, Gd, L | 88 222;312 1 a 
10 04 , Brit. Tpt. 3 1, 1968-73, 92 | 9% | 2 1 9/310 5 a 
10 Brit. Gas y 1990-95! 87jxd 866 (2 2 1/3011 ib @ 
Rete, SEN axe srorbed met on Go save that all dated stocks will be 
repaid at date. Such yields are marked ‘?’. this rule there are two exceptions 
(Funding 4 per cent and Consols 4 per cent) on which yields are taken to earliest date 
ond marked ‘¢ (n) Net yields are calculated alter allowing for tax at 9. in ¢ 


’ i 
|) Price, | Price, | 
‘Oct. 26,, Nov. 2,' Nov. 











RTRi GO THHOTRRSRSSTH RSE 


redemption date 














OTHER SECURITIES { ad 
‘|Australia 54% 1965-69. .... | % 10 
Birmingham 24% 1955-57. mH. om 13 2 6 
| Anglo-American , 10/- 7 . ae 

ranian Oil, f1...... i x 
Aneoe, Liectetoah ook 7 1/3 |4 4 ; 
Assoc. Port.Cem.,Ord.Stk.f]} 72/- | 71/6 |6 50 
[petameme noe Be | aye |e 8 
paeeene ti |e | ‘as |e 

ritish Ox eat | ‘ 

0 tds, Ord. peers 33/44 | 33/-xd 4100 
Distiliers Con One 4jer 22. 25/104 25/7) 4 50 
| Long. Ont 1.....| 28/9 | 27/74), 515 2 
Dunlop Rubber, fl...| 61/4) | 61/- (ous 
imp. Ind. Ord. Stk.f]} 42/6 | 42/44; 414) 
imperial Tobacco, {1.....- i 96/3 re 
Lancs, Cotton, Ord. Stk. £1) 30/ 29/4 S18 2 
Lever & Unilever, Ord. {1..| 42/3 | 41/104 4 15 
London Brick, Ord, Stk. (1) 96/6 | 56/- |5 12 
P’chin J’nson, Ord, Stk. 10/-] 33/9 | 349 | 138 
P. & O., Def. Stk. {1.... 42/9 | 42/3 {8 “p 
Prudential, ‘A’ {1........- A w 12 . 
Stewarts & Lloyds, Def. £1.) 53/ 62/3 4 ay 
“Shell” T. Ord. Stk.£1) 66/3 | 66/3 2 : 
Tube Invet, Dra. Sti oa 5 54 14 ii 

& Newall, Ord. Stk. {| 74/ r/- (4 98 
Woolworth (F W.). Ord 5/-| 83/9 a4/- | 4 3 # 


6) Fina. «) Whole yeas. (4) Ant. paid hall-yearly. a mee 


4 Free of tax . 


£1,000,000 jn 


= en 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended October 29, 1949, total 
ordinary revenue was £79,975,000, against 
ordinary expenditure of £62,188,000 and issues 
to sinking funds nil. Thus, including sinking 
fund allocations of £9,767,000, the deficit accrued 

April 1st is £27,382,000 compared with a 
surplus of £242,071,000 for the corresponding 


period a year ago. 
ORDINARY AND SELF-BALANCING REVENUE 
1 AND EXPENDITURE 


Receipts into the 











Exchequer 
Esti- a —— 
A A 
Rewnse i500 aC TY | AR | week | Week 
to to ended | ended 
Oct Oct | Oct | Oct 
~% 29, | 30, | 239, 
i 1 | 1949 | 1948 | 1949 
URDINARY 
foconeTax. =. ... 1490000] 443,571 439, 25 13,203 
Gurtax ......-.- | 105,000) 27,550 1,100 
Estate, etc., Duties | 176,000) 102, 6 $900 
oar... eee eo | 48,500 } 4 
ter... } 340,00 a 
Other Inland Rev 1,000 soe 
SpecialContributn. 25,000 0 300 
Total Inland Rev. 2085500 778,221) 814,194 26,020) 27,002 
Customs......... | 829,650) 469,408 14,007! 12,440 
Bucise .....--+++ | 665,600 37,3500) 35,600 
Total Customs &| 
Excise ........ '1493250} 903,608, 861,013 51,307) 48,040 
Wotee Duties... poe ss 468 
Surplus ar Stores ,VOO as 
Surplus Receipts | 
from Trading..| 18,000 por wei 
P.O. (Net Receipts) | i : tae 
: 000 
Satire. ¢ 1,000 ut 0 1,488 


Crown Lands | 
Receipts from, 
Suny Loans. | 20,000 
Miscell. ipts..| 50,000 


Seur-BaLANCING 
Post 


Office....... | 159,630 4,700, 4,700 
Income Tax on} 
E.P.T. Refunds; 6,700 182) 474 
ena Lessee 
Total ......... . . '3943080}1960224'192296H 86,193) 85,149 
Issues out of the Exche quer 
to meet payments 
({ thousand) 
Esti- > ~ April” ; 
Rxpenditure hoee he i " Week | Week 
to to ended | ended 
Oct Oct {| Oct | Oct 
30, 29, | 30, | 29, 
1948 | 1949 | 1948 | 1949 
J il Y 
z 
Int. & Man. of 
Nat. Debt... .. 485,000) 285, ecw ose 
to N. 
eka os 000 05 047) 3,673 
Other Cons, Fund _ ~ M . 
Wevivees 12,000 65 





Total ........... | 27,000) 302,37 307,130 1,099} 3,728 
Supply Services . . '2802707]1315822|1537784] 61,730, 58,460 


Total Ord. Ex {S3a970 1 
Sieg Pea elt aot 









Total (excl. Self- 
Bal, Expd.).... 


Ha. wasn aoe 

TORING, the clher opeuticns for the Gon dcemet 

ih gr08s National Debt by £14,597,218 to £25,608 million. 
si NET RECEIPTS ({ thousand) 


(h BO ace ben thin aiponads scien’ 
Be ne ee A A 
“8,642 
NET ISSUES thousand) 
Ba ptice and Telegraphs. pe a 2 425 
RE 8 Cine ec Ska 6 ohKAs eak ea daobs mer 578 
Trade Guarantees A 
Guarantees Act, 1949.” 109 and Export 
Authorities Loans Act, 1945, s. 3(1)...... 6,650 
jar fat jo, s. 12 ROSH Resovessoe . 3,000 
1946 and 1947, Postwar Credit... 348 


171 





CHANGES IN DEBT (£ thousand) 


Receipts 
Treasury Bills .... 14,159 rand 
% Def. Bonds 5 


ads. . 2 3% Def. Bonds 424 
ax Reserve Certs. 5713 Other Debt :— 

Other Debt :-— External....... 101 

Internal...... «+ 13,364 | Ways & Means Ad- 
WORE co 5c cau 27,485 

Treasury Deposit 
Receipts ....... 19,500 
33,261 47,860 


{ million) 












6388- 

Ang. 33-2]. 6032-8 
- 312-6 | 5999-7 

2 326-3 | 1-25 6053-8 

a 310°8 |... 6040-9 

Sept. 357-6 | 1-25 6092-6 
= 357-8 | 0°75 6108-1 

» i 346-4 | 1-6 6136-6 

ow 390-6 | 4-8 6147-0 

» 2 415-0 | 63 6148-1 

Oct. 8 398-8 | 4-3 6150-1 
es 38 369-7 | 12.8 6147-4 

eat 400-9 | 11-8 6190-0 

» 29 384-7 | 0-3 6157-2 








TREASURY BILLS 
(£ million) 


crea 












higher 

prices were accepted in full. Applications for bills to be 
_ on Saturday were accepted at {99 17s. 5d. and above 
full. £230 million (maximum) of Treasury Bills are 
lovember 4th. For the week ended 

November 6th the banks will be asked for Treasury 


being offered for N 
deposits to a maximum of £30 million at 6 months, 
NATIONAL SAVINGS 
({ thousand) 
Week 


een eee eeee 
steers eeeeee 


wee ee eee eee 


eee eeeeeneee 


eee eee eee 





Total Net Sa’ i snaincarieg at 
Interest on 
Interest accrued on sa 
remaining ted 


Nat. Savings Certs. 350 





10 1-46 43 
190-0] 10 4-99 41 
Ang. 5 | 200-0 200-0] 10 6-36 él 
w» 12 {| 210-0 210-0} 10 603 7 
w 19 | 200-0 | 287-4 | 200-0] 10 6-64 ru 
wo 2% | 220-0 | 263-5 | 220-0) WW 633 " 
Sept. 2 | 220-0 | 305-9 | 220-0] 10 2-58 6&9 
w» 9 | 230-0 | 280-6 | 230-0] 10 3-23 1% 
w 46 | 220-0 | 261-9 | 220-0] 10 3-46 % 
» 23 | 230-0 | 277-6 | 230-0} 10 3-32 Tl 
«» © | 220-0 | 283-3 | 220-0] 10 6-& 70 
Oct. 7 | 230-0 | 272-8 | 230-0] 10 656-92 79 
» 14 | 230-0 | 283-1 | 230-0] 10 5-84 4 
» 2t | 230-0 | 294-5 | 230-0} 10 6-64 69 
.. 28 1230-0 | 296-5 | 230-0! 10 5-62 68 
On October 28th applications for bills to be paid on 
Monday, Tuesday, Wednesday, Thursday and Friday 
were accepted as to about 68 per cent of the amount 
applied for at £99 17s. 4d. and applications at 


11,561 | 351,896 
11,706 | 378,644 







BANK OF ENGLAND 
RETURNS 


NOVEMBER 2, 1949 
ISSUE DEPARTMENT 





} 
Notes Issued:— é | Govt. Debt... 11,415,100 
InCirculation 1260,048,177 | Other Govt. 
In Bank,.. De- | “Securities ... 1288,178,898 
partment .. 40,308,646 | Other Secs... 794,207 
Coin (other 
than gold) . 11,797 
Amt. of Fid. 
i cous 1300,000,000 
Gold Coin and 
Bullion (at 
248s, Od. per 
1300, 356,823 1300,356,823 


BANKING DEPARTMENT 


Re : Deps.i- 


14,453,000 Govt. Sees... 304,093,941 
5,291,488 





Other Secs.:- 50,335,428 
} rr ese Discounts and 
ublie Accts.* ,028,976' Advances...  21,480,9, 
M. Treas. Securities.... 28,854, 
Special Acct. 64,747,712 
Other Deps.:~ 407,847,700 
Panhere. +3 ret Notes....0+2. 40,308,646 
Aceis.. . 14,766,919 Coin ecece eeee 5,725,864 
490,463,876 490,463,876 
® Incl Exchequer, Savings Banks, Commissioners 
of National Bet Dividend Accounts... 


COMPARATIVE ANALYSIS 
million’ 





ee eeeeeeene 
eee enee 


Valued at s. fine on... 
Banking Dept. 
its — 


eeeereee 


tere e were eneee 


SOR ee eee 


eee eee eee ey 
ee eeeee 
eee eee eee eee) 


© Government debt is £11,015,100, capital £14,553,000. 
issue reduced from {1,350 million to 
wilien te September 28, 148 ts 


“Tur Economist” INDEX OF WHOLESALE 





GOLD AND SILVER 
The Bank of England’s official bu price for gold 
was raised from 172s. 3d. to 24 per fine ounce to 
19th and the selling price to authorized dealers 
175s. Od. to 252s. Od. per fine ounce. Spot cash 
prices during last week were as follows :— 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


incorporated op the Colony of Hang Rong 
he Léability of Member « limited or extent avd m manmaer ae “ibed by Ordinance No. ' 
2¥ of the Colony 
APITAL mauee AND FULLY PAID. UP $20,000,000 
heseRv UNDS STERLING 
RESER : tasty ° MEMGERS. 
Head Office . HONG KONG 
Obateman and Shier Manager: Howowrasie Sim Arravr Morse, OBE 
Lendon Office : 9, Gracechurch Street, E.C.3 
London Managers’ 8. A. Geay. A. M. Duscas Wattace 























BRANCHES 
HURMA UHINA (Con, INDOMOHINA MALAYA (Con, NORTH 
Kangoon Swatow Peiphons huala BORNEO (Con. 
‘Dieotain Sawon Lumpur Sandakan 
JBYLON Tsugtao SAPAN Malacce Tawan 
Colombo Kube Muar PHILIPPINES 
RUROPE Kure Peuans Hoito 
HINA Hambury Tokyo Rings pore Manils 
Amoy Lyons Vokohan Singapore siaM 
Canton JAVA (Orchard Road Bangkok 
Whefoo HONG KONG Batavia Senge: Patan) UNITED 
*Dairen Hong Kong Sourabaye Teluk Anson KINGDOM 
Foochow Kow MALAYA NORTH Londor 
Hankow Mongtok Cameron BORNEO 
*Harbin Highland Branei Towr UB. A, 
*Monkden INDIA ipob Jearellon Rew York 
Peining Bomba: _Johore ry Kuala vo ee Sap Francise 
Cc * Branches ent vot ope 


ou lalcultia 
BANKING BUSINESS OF Eve Y KINO TRA ISACTED 
A sain service a Trustees and Executor: & sie undertaken by the Bank's Traste 


Companies in 
HONG KONG LONDON SINGAPORE 


REFUGE ASSURANCE COMPANY, LTD. 
Chiet Office: OXFORD STREEI, MANCHESIER, | 








ANNUAL INCOME EXKCEED> €18,000,000 
ASSETS EXCEED ¢ 107,000,000 
CLAIMS PAID EXCEED £198,000,000 


(1948 Accounts) 


INSTITUTE OF CHARTERED ACCOUNTANTS IN 
ENGLAND AND WALES 
APPOINTMENT OF A ‘SECRETARIAL ASSISTANT 


Applications are invited from members of the Institute for a new 
appointment to the Institute’s secretarial staff, consequent upon the 
ae retirement of the secretary. The duties will include 
assistance In connection with the expanding activities of the Taxa- 
tion and Research Committee, in addition to duties in connection 
with committees of the Council and the administration and develop- 
ment of the Institute. The member appointed would carry out his 
duties under the immediate supervision of one of the present two 
Assistant Seeretaries and would attend the meetings of the. com- 
mittees concerned. tag 6 is intended for a member 
between the ages of 27 and 35, but younger members (including 
those recently qualified) are also invited to apply. ‘The initial 
salary will be from £800 to £1,000 per annum, according to experience 
and ability. There will be contributory pension rights. Applications 
in writing, giving full particulars of education and experience, 
should be sent to the Secretary of the Institute, Moorgate Place, 
London, E. C,2. Envelope should be marked “* Secretarial Assistant— 
Confidential.” 


DOMINION OF CANADA 
THREE-AND-A-QUARTER rar CENT. REGISTERED 


For the purpose of preparing the interest Warrants due January 1, 
1950, the LANCES will be STRUCK at the close of business on 
December ], 1949, after which date the stock will be transferred 
ex dividend. 

For Bank of Montreal, Financial Agents of the Dominion of 


Canada in London, 
A. D. HARPER, Manager. 
# Threadneedle Street, E.C.2. November 1, 1988. 


“PROVINCE OF QUEBEC 
PAT AND NAT PER CENT. REGISTERED STOCK, 1954. 


For eee parpoee preparing the interest Warrants due January 1, 
1950, the ADANCES will be STRUCK at the close of business on 
December 1, 1949, after which date the stock will be transferred 


ex dividend. 
For Bank of Montreal, 
D. HARPER, Manager. 
47 Threadneedle Street, E.C.2. November 1, 1949. 





PETAUKE _ AFRICAN PRODUCERS ASSOCIATION © require an 
ASSISTANT MANAGER. 1. DUTIES.—Responsibility for office 
routine and accountancy, supervision of agricultural activities of 
members and ee he me construction and vehicie main- 
tenance. He will also be an to deputise for the Manager 
when necessary. 2. QUALIFICATI NS.—Secretarial and accountin 
versatility, preparedness to live in outstation and interest in outside 
work involved. 3. CONDITIONS OF EMPLOYMENT.—Will be 
rovern by three year contract. Salary wil! be £500 to £600 per 
annum according to experience and free accommodation and essential 
heavy serentere will be provided. The successful candidate will be 
, te commence duty before January 1, 1950. 4. APPLICA- 
TIONS.—Will be received up to and including November 16, 1949, 
by the omnes Petauke Producers Association, Petauke, Northern 


The Economist’s Bookshop Ltd. 


caters for specialists and students in 
Economics and the Political and Social Sciences 


11-12 Clement’s Inn Passage, Aldwych, W.C.2. 
West Eno BRANCH: 30A on Street, St. James's 












Prioted ia at Britain by St. CLEMENTS is Press, Lro., Porto St .» Kingsway, London 
- 2 22, as ela Bor, yentr teehee I Ss epecsentiliive:” R. 
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FIRST-HAND INFORMATION. 


The Canadian Bank of Commerce, 

London, is at your service to supply 

first-hand information on Canada — 

trade and industrial opportunities — 

market data—and records on current 
conditions 


ENQUIRIES CORDIALLY INVITED 


THE CANADIAN BANK. 
OF COMMERCE 


(Incorporated in Canada in 1867 with Limited Liability} 


2, LOMBARD STREET, LONDON, E.C.3 | 
HEAD OFFICE: TORONTO, CANADA 


AVELING-BARFORD, LIMITED 


At a meeting of the Board of Directors, held on Tuesday, 
November 1, the following resolutions were passed :— 

(1) That dividends be paid on January 1, 1950, on the £250,000 
Cumulative Preference Steck at the rate of 54% per annum for 
six months from July 1, 1949, to December 31, 1949, and that 
54°% Cumulative Preference Stock Transfer Books of the Company 
be closed. from December 3 to December 16, 1949, inclusive. 


(2) That dividends be paid on January 1, 1950, on the £500,000 % 
Second Cumulative Preference Stock at the rate of 5 © per 
for the period from July 1, 1949, to December 31, 1949, and that the 
5% Second Cumulative Preference Stock Transfer Books of the Com- 
pany be closed from December 3, 1949, to Decefiiber 16, 199, 


inclusive. 
By Order of the mone 

Grantham, November 1, 1949, . C. RYAN, Secretary, 

CANADIAN PACIFIC RAILWAY “COMPANY (It, corporadall 
Canada with Limited Liability)—-CANADIAN PACIFIC RAI 
FOUR PER CENT. CONSOLIDATED DEBENTURE STOCK, 
BRUNSWICK PASLS AE FOUR PER CENT. DEBENTURE STOCK. 
—CALGARY AND MONTON RAILWAY FOUR PER CENT. 
DEBENTURE STOC 4 im ATLANTIC & NORTH-WEST RAILWAY 
FOUR PER CENT. FIRST MORTGAGE REDEEBMABLE DEBEN- 
TURE STOCK.—In prparption for the payment of the. half-yearly 
interest due January 2. 1950, on the above Stocks, the Transfer books 
will be closed on November 21st and will be re 
1956.—R. F. TREMAYNE, Deputy oan e ete © 
Mall, Londos. 5.W.1. _ October 2. 199. 


ned on Jan 
aterloo Place, 





SHRIDGE. F nsures 50. ovelabar 4th-7th. Land Hunger fa 
Britain. The Food Claim. the Defence Claim, the Claim for 

Amenities, the Claim for Living Space. Lecturers: J. F. Phillips, 
Brigadier R. W. Goodbody, Clough Williams-Ellis, F. J. Osbort 
Inclusive Fee £3 10s. a 

Course 52. November 18th-2ist. Britain’s Foreign Trade. 
Within the Commonwealth. Ronald Brech; Britain's Place in 
Trade, A. K. Cairncrass; Britain and the European Recovery 
gramme, Edward Prentice: the Devaluation of the Pound, 
Manning Dacey. Inclusive Fee £8 10s. 

Applications to Secretary, Ashridge, Berkhamsted, Herts, 
Telephone Little Gaddesden 3191. 


THE BOND STREET STAMP. AUCTIONS 


The H. R. Harmer Saleroom is the Mecca of all serious Phi 
The auctioneers of the ‘‘ Hind" and ‘‘ Roosevelt '’ Collecti 
you to contact them if you have fine stamps or Collections 
posal. If you wish to buy, write for Catalogue subscription 
we theme editions of Catalogues are available six to seven ¥ 

vance of Sales. To all serious Philatelists, the H. R. : 
Service is indispensable, W. 

H. R. HARMER. LTD., 39/42, New Bond Street, London, Wt 

Tel. No. MAY 0218, Cables: ‘* Phistamsel London.” 







4 
r \HE CHARTERED INSTITUTE “OF SECRETARIES — Direc 
requiring the services of CHARTERED SECKETARI 
secretarial and similar executive ts are invited to 
with the eg of the Institute, 16 George Street, 
House, E.C.4 i yue 2 
PRODVETION going smoothly? or are you losing sleep OV 
Young executive, B.Com., experience management researca, 
in comfortable : s large engineering group, wants té 
in small firm, . ¥ good oem goes Hoge BY facts and people. 
worth your while a nvestigate 
W.C.2. Published Weekty by Tue Economist Nt 
. Farley, 111, Broadway, New York, 6.—Saturday, November 5, I 
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